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Maryland, and in the District of Columbia. 
Very respectfully, 

CharIvES NageIv, 

Secretary. 
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Sir: I have the honor to transmit herewith Part II of a Report 
on Taxation of Corporations, made to the President under your 
direction, and in accordance with the law creating the Bureau of 
Corporations. This part deals with the systems of corporate 
taxation in the States of New York, New Jersey, Pennsylvania, 
Delaware, and Maryland, and in the District of Columbia. 

I desire to mention as especially contributing, under my 
direction, to the preparation of this report, my assistant Mr. M. 
Markham Flannery. 

Very respectfully, 

Herbert Knox Smith, 

Commissioner. 
To Hon. Chari^es Nagei., 
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Department op Commerce and IvAbor, 

Bureau of Corporations, 

Washington, June 6, igio. 
Sir : I have the honor to submit herewith Part II of the Report 
on State Taxation of Manufacturing, Mercantile, Transportation, 
and Transmission Corporations. 

Part I of this report covered New England. Part II now deals 
with the Middle Atlantic States and the District of Columbia. 
Additional parts may be prepared later. The need for such work 
is well indicated by a resolution passed by the International 
Tax Association Conference in 1909, as follows: 

"Resolved, That this conference commends the recent compila- 
tion by the United States Bureau of Corporations of state laws 
relating to corporate taxation, and urges the early publication of 
similar compilations of laws of other States and Territories relat- 
ing to the same subject." 

The report is a digest of corporate tax laws, with administrative 
methods and financial results studied on the spot, and its form 
compares the various systems practically. This Part covers the 
most important field, probably, of corporate activity, and the 
States where most of our largest companies are chartered. 

There is shown here a marked tendency toward (a) separate 
sources of state and local taxation, (&) centralized administration, 
and (c) elimination of double taxation. 

New Jersey derives 92 per cent of its total state-tax revenue 
from corporations; Pennsylvania, 72 per cent; Delaware, 62 per 
cent; New York and Maryland, 32 per cent; and the District of 
Columbia, 16 per cent. Also, in the first four States the balance 
of the state revenues is chiefly from other special sources not 
subject to local taxation. 
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Certain States assess, apportion, or collect certain local taxes. 
New York and New Jersey assess certain special franchises or 
specified property for local taxation. 

Maryland's constitution prohibits double taxation, and in the 
rest of this group there is a similar trend of legislation. Where 
the corporation is taxed by the State, its shares of stock are exempt 
in the hands of stockholders. 

The taxation of individuals is practically the same in the New 
England group and in this group. Corporate taxation varies with 
each State. 

Four States — New York, New Jersey, Pennsylvania, and Dela- 
ware — have substantial capital-stock taxes. Pennsylvania's is 
the largest, about $9,900,000; New Jersey's is the most complete. 
New Jersey, by the attraction of its broad incorporation laws, 
derives 35 per cent of the total state taxes from this one source, 
assessed in 1 909 to over 1 1 ,000 corporations, largely doing business 
elsewhere. New York's statute is decidedly complex; its rate is 
graded according to market prices of stock, dividends paid, and 
financial solvency. 

The capital-stock tax is usually, in legal view, a tax on franchise, 
measured by assets, except in New Jersey and Delaware, where it 
is measured by par value of stock. But nowhere in this group is 
there anjrthing corresponding practically to the "corporate excess " 
tax of Massachusetts. 

Gross-receipts tax on public-service companies appears promi- 
nently throughout this group. 

The inheritance tax is important only in New York (24 per cent 
of state taxes) and Pennsylvania (7 per cent) . 

Delaware is unusual in having a number of tax laws practically 
inoperative, either because no corporations come within their 
scope or because of the fact that all railroads are allowed to 
commute by paying fixed lump sums. 

New York and New Jersey are unusual in assessing, for local 
taxation, special franchises, i. e., the right to use of highways, etc. 

The District of Columbia is conspicuous in having a minimum of 
special corporation taxes and in securing its tax receipts almost 
wholly from a general property tax, which produces nearly 79 
per cent of the District's tax revenue. Maryland is next, with 37 
per cent from the general property tax. 

Manufacturing is favored ; such companies are exempt from state 
taxation in Pennsylvania, and also in New York, New Jersey, and 
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Delaware if conducting their business principally within the State. 
In Maryland they are subject to the capital-stock tax. 

In this entire group, as in New England, raihoads and financial 
corporations are among the heaviest taxpayers, though perhaps 
not to such a degree as in New England. 

The subject covered by Part II is presented as of January i, 
1910. 

Respectfully, HERBERT KInox Smith, 

Commissioner of Corporations. 

The President. 



TAXATION OF CORPORATIONS IN THE MIDDLE 
ATLANTIC STATES. 



INTRODUCTION. 
Purpose. 

The purpose of this report, as already explained in the intro- 
duction to the part dealing with New England (Part I), is to 
describe the methods whereby the several States tax manufac- 
turing, mercantile, transportation, and transmission corporations, 
and the securities issued by them. 

Plan. 

In this Part, as in the preceding one, each State is treated 
separately, and the material as to each State is presented in four 
subdivisions. The first subdivision gives a general view of the 
State's system of corporate taxation. The second subdivision 
gives the details of the constitution and statutes, with footnotes 
presenting the principal decisions of the courts. The third sub- 
division gives the financial results. The fourth subdivision gives 
comments, frequently contains historical matter and extracts 
from reports of state commissions, and sometimes alludes to the 
systems of other States, but seldom enters into the region of 
criticism, either hostile or friendly, since the present purpose of 
the report is not argument but exposition. 

Sources of Information. 

The first preparation for the description of the system of each 
State has been a study of the constitution and statutes and of the 
pubUc documents containing figures and recommendations. Yet 
it has been thoroughly appreciated that a State's system of taxa- 
tion often differs in practice from what the printed matter would 
lead one to expect. . Consequently, in each instance an examina- 
tion has been made on the spot, and state officials have been inter- 
viewed, with the result that the trustworthiness of the statements 
here presented has been materially increased. 



2 TAXATION OF CORPORATIONS. 

General Results. 

The general results of the study of corporate taxation as far 
as it has been carried by the Bureau — that is to say, in New- 
England and the Middle Atlantic States — are these : 

(i) Each State has a system of its own, and as yet there is no 
marked tendency toward uniformity. 

(2) No State at present treats all corporations in exactly the 
same way, and as between the several sorts of corporations the 
tendency still seems to be toward further differentiation. 

(3) In most of the States changes are so frequent as to indicate 
that as yet a satisfactory and ultimate method has not been 
discovered. 

(4) The income from corporate taxation is almost invariably 
increasing, partly because of increase in the number and size of 
corporations and partly because of changes in methods of taxation. 

(5) There is a tendency toward separating sources of local 
revenue from sources of state revenue, and the taxation of cor- 
porations tends to become a source of state revenue only, with 
the exception that corporation lands, other than rights of way, 
are still usually taxed like the lands of individuals. 

(6) The taxation of corporations is chiefly administered by 
state officials. 

From these results it is safe to infer that each State would 
probably gain something by studying the systems of other States. 

Features of Corporate Taxation in the Middle Atlantic States. 

A comparison of the systems of corporate taxation in the Middle 
Atlantic States with the systems found in the New England States 
discloses the following points: 

(i) In New York, New Jersey, and Pennsylvania there is 
distinct leniency toward manufacturing carried on within the State. 

(2) In Delaware there are provisions whereby each railroad 
pays a special lump sum in lieu of other taxation. 

(3) In Maryland, corporations other than railroads pay a tax 
on the value of the entire capital stock. 

(4) In New Jersey there is an annual license fee or franchise 
tax, based on the par value of the capital stock issued, for New 
Jersey corporations other than public-service companies and other 
than companies whose stock- is to the extent of 50 per cent invested 
within the State in manufacturing or mining, this annual franchise 
tax being largely paid by companies doing business wholly outside 
the State and being an important part of the system whereby New 
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Jersey collects from corporations almost the whole income needed 
for state purposes. 

(5) In New York the shares of all corporations, whether organ- 
ized in the State or outside, are exempt from taxation in the hands 
of stockholders; and in the District of Columbia this exemption 
is extended to bonds also. 

(6) In Pennsylvania those bonds and other securities issued by 
Pennsylvania corporations which are owned by residents of the 
State are reached by a small "corporate-loan" tax collected from 
the corporation. 

(7) In New York there is a stock-transfer tax on all sales or 
transfers of stock in any domestic or foreign corporation. 

Choice of a State for Incorporation and Business. 

It now remains to present some of the variations of systems of 
corporate taxation in the light of the important practical ques- 
tion whether the promoters of a contemplated corporation find 
that varying tax laws dictate the State in which the corporation 
should be incorporated or should have its principal place of busi- 
ness. This question can hardly be treated otherwise than by 
taking a concrete instance. 

General Features of this Business Problem. 

Let us imagine a body of capitalists wishing to establish a manu- 
facturing corporation. In what State would the tax laws tempt 
them to incorporate? In what State would the tax laws tempt 
them to have their plant? Doubtless many points not found in 
books enter into the decision — for example, the cost of living, the 
cost of transportation, conditions of labor, and the probability 
that the locality will encourage the new enterprise for a few years 
by exempting it from taxation or at least by enforcing the tax 
laws leniently — but the point to which attention is just now 
directed is simply the consideration based on the law of taxation 
as found in the statute books and habitually enforced. 

Jurisdictions Involved. 

The practical problem as to taxation arises in at least three 
ways; and the laws of three different jurisdictions may have some- 
thing to do with it. In the first place, the capitalists may be 
taxed on shares and on bonds in the State of residence ; in the sec- 
ond place, the corporation may be taxed in the State of incorpora- 
tion; in the third place, the corporation's property, or at least 
part of it, will certainly be taxed in the State where the factory is 
located. 

40084 — 10 2 
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Increased Complexity because at least Fifty Jurisdictions. 

The problem is of vast complexity. The holders of the corpo- 
rate securities may live in any one of at least 50 jurisdictions — 
including all the States and Territories. In any one of those 50 
jurisdictions the corporation may be incorporated. In any one 
of those 50 jurisdictions the corporation may own property. The 
problem, then, may take so many forms <* that it is practically 
impossible in this introduction to present all the variations. It 
will not even be practicable to mention all the variations obtain- 
able from the New England and Middle Atlantic States. What 
will be done will be simply to present one practical problem with a 
very few variations, so that any reader may see how the promoters 
of corporations may be affected by the varying laws of taxation. 

General Rate of Taxation on Property Comparatively Unimportant. 

It might be imagined that a point of vastly greater importance 
than the system of corporate taxation adopted in a jurisdiction is 
the jurisdiction's known rate of taxation. In truth, however, this 
is a mistake. A high rate of taxation commonly accompanies a 
practice of low valuation, and vice versa, so that the actual rate 
of taxation varies from jurisdiction to jurisdiction much less .than 
is commonly imagined. The real diversity in actual rates is 
chiefly a diversity between city and country. Hence it happens 
that what is important in determining the place for incorporation 
is first to determine whether the business shall be carried on in a 
city or in the country, and then to compare the state systems of 
treating corporations and the securities issued by them. From 
city to city the diversity in the tax rates is really not great. For 
the purposes of the present investigation it is assumed that the tax 
actually paid upon land and tangible personal property for local 
purposes is ij^ Percent, and for state and local purposes 2 per cent 
upon the actual value, the diversities in methods of assessment 
and in nominal rates of taxation resulting in approximately these 
percentages, which represent the cost of the civic expenditure 
upon which urban populations in these days insist. Rural popu- 
lations are usually content with less, of course; but for the sake 
of this problem it is assumed that the capitalists live in cities and 
that the projected factory will also be placed in a city, and that 2 
per cent upon the actual value is the rate exacted as to land and 
other tangible property. 

a One hundred and twenty-five thousand, or 50X50X50=125,000. 
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Assumed Financial Details of the Projected Corporation. 

Now let us suppose that capitalists plan a corporation which, 
when finally in operation, is expected to be described as follows: 



Assets. 


LlABlMTIES. 


Land, buildings, and machinery . . 

Materials, supplies, etc 

Manufactured goods on hand . . . 


. . $i,ooo 
500 
500 
200 


000 
000 
000 
000 
000 


Capital stock, fully paid. par. . . 

Bonds, outstanding, secured 

mortgage 


. . . Si, 500 
by 

500 


000 
000 














Total 






Total 


. . z, 400 


000 


2, 400 


000 



Annual dividends, at 6 per cent, $90,000. Market value of stock, at 120, $1,800,000. 

Assumption that the Capitalists Live in the State of New York. 

Let us assume that the capitalists interested in this corporation 
live in the State of New York. Upon their shares in this corpora- 
tion, whether it be incorporated in that State or elsewhere, they 
pay in New York no tax whatever. Upon their bonds, whether 
the corporation be incorporated in New York or elsewhere, they 
will pay no taxes provided the bonds are secured by a real-estate 
mortgage upon New York property and the mortgage has paid 
once for all the recording tax (which in this case, the mortgage 
being for $500,000, amounts to $2,500) ; but if the bonds are not 
seciured by such a mortgage, they are taxable at their full value — 
an item which, as a matter of business practice, must be deemed 
of little consequence save when an estate is in the hands of an 
administrator or of some other officer of court. 

So far as the discussion has gone, therefore, it is of no practical 
consequence to these financiers whether the corporation is incor- 
porated in their own State, nor in what State its plant is located. 

New York Capitalists — New York Incorporation — New York Factory. 

Yet it will be found that the place of incorporation and the 
place of business can not be ignored. To begin with, let us ascer- 
tain what taxes will be paid by this corporation if it is organized 
in the State of New York and if its business is located there. By 
reason of doing business in the State, the corporation, whether 
incorporated there or elsewhere, will pay the general property tax, 
though for local purposes only. In the instance supposed, this will 
be the regular tax on $1 ,500,000 of property, $900,000 having been 
offset by indebtedness and surplus ; and as the tax is for local pur- 
poses only, it will not exceed \yi per cent on the full value. By 
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reason of doing business in the State, the corporation— wherever 
incorporated— will be reUeved from paying the state general corpo- 
ration tax, because it complies with the condition of employing 40 
per cent of its capital stock in manufacturing within the State. 

The total tax, then, theoretically paid by the stockholders, the 
bondholders, and the corporation itself, if it be assumed that the 
actual rate of taxation for local purposes only is iK per cent of the 
real value, is as follows: 

Stockholders $0 

Bondholders (in practice) " o 

Corporation : 

General property tax — 

Land, buildings, and machinery $15, 000 

Other tangible property 7, 500 

General capital stock tax o 

22, 500 

Total 22, 500 

New York Capitalists — Maine, Massachusetts, Connecticut, New 
Jersey, or Delaware Incorporation — New York Factory. 

Such being the exaction of the State of New York from the cor- 
poration and the holders of its securities in case the corporation 
conducts its manufacturing business in this State and the holders 
of its securities reside there, let us now ascertain what difference 
it would have made if the corporation, though having its factory 
in New York, had procured incorporation elsewhere. The bur- 
den in New York would remain just the same, as New York 
does not discriminate in this matter against foreign corporations. 
Yet there might be an additional burden in the State of incorpo- 
ration. Let us imagine that, though its business is in New York 
exclusively, the State where the company is incorporated is Maine, 
Massachusetts, Connecticut, New Jersey, or Delaware, and let us 
leave out of consideration the initial charter fee. Maine would 
exact an annual tax on capital stock — in that State termed a fran- 
chise tax — of $125; Massachusetts, an annual "general corpora- 
tion tax" of $1,800; Connecticut, nothing; New Jersey, an annual 
"license fee or franchise tax " of $1,500; Delaware, an annual 
"license fee or franchise tax" of $75. 

The result, obviously, is that New York capitaUsts contemplating 
engaging in manufacturing in New York can not, so far as the 
system of taxation is concerned, do better than incorporate at 
home. 

a There is a recording tax, paid once for all, of $2,500 on the $500,000 mortgage. 
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It should be noticed, however, that New York is more lenient 
with manufacturing corporations than with others. This is true 
of several other States, including Pennsylvania and New Jersey. 

New York Capitalists — Massachusetts Incorporation — Massachu- 
setts Factory. 

Yet how would this be in case New York capitalists contemplate 
manufacturing elsewhere ? Let it be assumed that the corporation 
is to be incorporated in Massachusetts and is to transact its manu- 
facturing business there. The stockholders would not be taxable 
in New York on their stock ; and though theoretically the New 
York bondholders would be taxable in New York, in practice this 
tax, as said before, is evaded, except by estates. The corporation 
itself would pay to New York nothing at all, because it would not 
be doing business in the State and would have no property there. 

In Massachusetts the corporation would pay on its real estate 
and machinery, and at the assumed rate of 2 per cent on actual 
value this tax would amount to $20,000. On corporate excess, in 
this case $800,000 — being the market price of the total stock 
issued, less the assessed value of the real estate and machinery — 
it would pay, at the average rate of taxation (see Part I, p. 90), 
say, $16,000. The total would be about $36,000. 

Thus it would be distinctly to the advantage of New York 
capitalists to have their incorporation and their factory at home, 
rather than to have both incorporation and factory in Massa- 
chusetts. 

If the company were incorporated in New York and had its 
factory in Massachusetts, it would pay nothing in New York, 
because not doing business there, and it would pay in Massachu- 
setts, at the assumed standard rate of 2 per cent, $40,000 on real 
estate, machinery, materials, and merchandise as well, and also 
$300 as an excise tax (Part I, pp. 96-97). Thus the New York 
capitalists would find it advantageous to incorporate in Massa- 
chusetts, if they wished to have their factory there. 

In short, the New York and Massachusetts laws are so framed 
as to make it to the advantage of New York capitalists to have 
both incorporation and factory in New York. 

New York Capitalists — Pennsylvania Incorporation — Pennsylvania 

Factory. 

Let it now be supposed that the New York capitalists incorporate 

their company in Pennsylvania and also have their factory there. 

New York does not tax their shares. New York theoretically 
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taxes their bonds, but, as has been said, this tax is really not paid. 
In Pennsylvania the corporation pays for local purposes the 
regular local rate on its land, buildings, and machinery — at least 
if the machinery is affixed to the realty — and apparently on no 
other property. For state purposes it pays nothing, as its whole 
capital stock is employed in manufacturing in the State. The 
result is more favorable to New York capitalists than incorporating 
in New York and doing business at home. 

Further, the result is more favorable to capitalists living in New 
York than it would be to capitalists living in Philadelphia, for, 
though Pennsylvania stockholders in a Pennsylvania corporation 
pay no tax on shares, Pennsylvania bondholders in a Pennsylvania 
corporation are reached by the corporate-loan tax of $4 a thousand 
(in this instance a total tax of $2,000), which tax on bonds is 
collectible because it is paid directly by the corporation and finally 
deducted, theoretically at least, from the interest due the bond- 
holder. In the case of New York bondholders, Pennsylvania can 
not impose the tax on corporate loans. The bonds are theoretically 
taxable in New York. Of course, if the New York capitalists 
returned their bondholdings, they would, save in this respect by 
living in Philadelphia, because they would certainly have to pay 
in New York more than $4 on each thousand. Yet, as the practice 
stands, the New York capitalist has the advantage derived from the 
secrecy of his holdings. 

Assumption that the Capitalists do not Live in New York. 

Let it now be assumed that the capitalists do not live in New 
York. It has just now been pointed out that, even as to a Penn- 
sylvania corporation doing business in Pennsylvania, Philadelphia 
capitalists are at a disadvantage when compared with New York 
capitalists, for the reason that Pennsylvania effectively reaches its 
resident bondholders in Pennsylvania corporations by its moderate 
corporate-loan tax. In the case of companies not incorporated in 
Pennsylvania and not doing business there, Philadelphia capitalists 
have the theoretical disadvantage that they are by law taxable 
upon their shares as well as upon the full value of their bonds. It 
is true, as has been pointed out more than once, that a tax on 
bonds is usually evaded; but a tax on shares of stock is to some 
extent a practical burden, for the names of stockholders are fre- 
quently matter of common knowledge, and, besides, lists of stock- 
holders are obtainable. 

As compared with New York capitalists, Baltimore capitalists 
are at a similar disadvantage when holding securities of outside 
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corporations, for they are theoretically taxable on both stocks and 
bonds. Boston capitalists are at a similar disadvantage. District 
of Columbia capitalists, however, are at no disadvantage; for they 
are not taxable on either stocks or bonds. 

Consequent Importance to the States of Diversity in Systems of 
Corporate Taxation. 

The examples which have been given are enough to show that 
by the diversities in systems of taxing corporations and their 
issues of securities capitalists are tempted to live in some States 
rather than in others, and to discriminate between States as places 
for incorporation and for doing business. It is a question of public 
policy whether it is for the interest of the country to have these 
artificial temptations toward the concentration of capitalists and of 
incorporation and of business. It is one of the objects of this re- 
port to present the facts of corporate taxation as an aid in the 
determination of such questions. 

Questions Raised. 

The presentation of the systems of taxation established in the 
New England and Middle Atlantic States raises several questions : 

(i) Should taxation be intentionally so framed as to lay especial 
burdens upon corporations ? On the one hand, it can be contended 
that corporations are merely artificial creatures of the States and 
that they should pay well for the exceptional privileges enjoyed 
by them; on the other hand, it can be contended that corporations 
are essential to business as at present conducted, and that, by 
reason of the comparative ease with which their investments and 
operations can be ascertained, they actually bear a heavier burden 
of taxation even when no theoretical discrimination is made 
against them. 

(2) Should shareholders and bondholders pay taxes in addi- 
tion to the taxes paid by the corporation on the corporate prop- 
erty? On the one hand, it can be contended that the corpora- 
tion is an artificial entity distinct from the persons interested in 
it; on the other hand, it can be contended that the corporation 
and the persons interested in it are identical in fact, and that to 
tax the corporation and those persons simultaneously is to burden 
the same persons twice. 

(3) Is it inequitable to tax either a corporation or its stock- 
holders on the basis of the market value of the stock ? On the one 
hand, it can be contended that thus the tax is based both upon 
property and upon expectation, and that in the case of natural 
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persons expectation is never taxed; on the other hand, it can be 
contended that corporate organization faciUtates the capitaliza- 
tion and present reaUzation, in a sense, of merely expected profits, 
and that in recognition of the advantage thus conferred by the 
State it is only fair to exact a special burden. 

(4) Should a State permit outside corporations to do business 
within its borders upon terms more favorable than those exacted 
from the corporations of the State itself? On the one hand, it 
can be contended that comity requires the free admission of cor- 
porations from other States; on the other hand, it can be con- 
tended that a corporation is in legal theory existent only within 
the boundaries of the sovereignty creating it, and that at any 
rate it is inexpedient and unfair to admit corporations upon any 
other basis than the bearing of at least as heavy burdens as are 
imposed upon those chartered by the State itself. 

(5) Should the States differ from one another in their systems 
of corporate taxation ? On the one hand, it can be contended that 
the circumstances of the several States vary; on the other hand, 
it can be contended that the experiments now made in the several 
States may be expected to show which system of corporate taxa- 
tion is the best, and that at any rate uniformity is desirable in 
order to prevent capital from being excessively concentrated in a 
few States. 
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New York. 

Of the total state-tax receipts New York derives about 32 per 
cent from corporations. For state purposes corporate taxation is 
by special taxes. Local taxation of corporations is by a general 
property tax on both realty and personalty. Thus the separation 
of state and local taxation is nearly complete. 

The "capital-stock tax" is quite complex and applies to a very 
large number of corporations. It is based on capital stock meas- 
ured by assets employed in the State ; and the rate varies accord- 
ing to dividends, solvency, and the market price of the stock. In 
legal theory, it is a tax on franchise, or on the privilege of doing 
business within the State, and not a tax on property. (The same 
was decided with respect to the "franchise tax" of New Jersey. 
On the other hand, while the Pennsylvania tax on capital stock is 
in most respects similar to that of New York, it was held a tax 
on property.) Several important classes of financial, manufac- 
tiuring, mining, and public-service corporations are exempt from 
this tax. 

Railroads are taxed on both capital stock and on gross earnings. 
Surface Unes operated by motive power other than steam are 
taxed on gross earnings and on dividends in excess of 4 per cent. 

Shares of stock are not taxed in the hands of holders. Debts 
may be deducted from the entire amount of personal property 
instead of from credits alone. "Special franchises" (for use of 
highways by public-service companies) are valued by a state 
board, but are taxed locally for local use. These special franchises 
are declared by statute to be real estate (thus preventing the 
deduction of debts, bond issues, etc., from the amount of the 
assessment). This statute is also somewhat unusual in principle, 
as it adds to the valuation of the physical property the value of 
certain intangible franchise rights. 
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Foreign corporations are practically subject to the same taxes 
as domestic companies. 

The total amount of taxes for state purposes from all sources 
for the year ended September, 1909, was approximately 
$29,000,000. Of this a little less than one-third was from corpo- 
rations. The next largest single item of revenue was from liquor 
licenses, which in five months produced over $5,000,000. (This 
partial period was due to change in the system. For the last full 
year, 1908, the amount was $9,359,318.63.) The major portion 
of the remaining taxes is from inheritances (about $7,000,000) and 
stock transfers (about $5 ,000,000) . The capital-stock tax produced 
about $2,300,000. 

New Jersey. 

Of the New England and Middle Atlantic States, New Jersey 
derives the highest proportionate amount of taxes from corpora- 
tions — 92 per cent in 1 909. The most important tax is the so-called 
"franchise tax" on "miscellaneous corporations," based on the 
par value of the capital stock, and applying to corporations char- 
tered in New Jersey except those engaged in manufacturing and 
mining and doing more than 50 per cent of their business within 
the State. Railroad, canal, and other public-service companies 
also are exempt from this tax. Under this tax, in 1909, 11,022 
corporations were assessed, and the total amount of tax collected, 
together with organization fees, was about $2 ,800,000. New Jersey 
has long followed a consistent policy of corporation laws providing 
for broad corporate powers, small initial costs, and a low annual 
tax, with the resulting large revenue from corporations above set 
forth. 

There is a gross-receipts tax on public-service corporations 
(except raihoads and canals) applied to local purposes and affect- 
ing corporations occupying public highways or places. The col- 
lection is local, but the State apportions amotmts of the tax. The 
total amount received therefrom in 1909 was $824,000. 

Railway and canal companies are exempt from the franchise 
tax and pay a tax on their real and personal property, most of 
which goes to the State, but the property is subdivided, and the 
tax on that realty which is not a part of the " main stem " goes to 
the localities. 

A general property tax applies locally to all companies. Shares 
of stock in corporations taxed by the State are exempt in 
the hands of the holders. Taxes collected from railroad corpora- 



ABSTRACT BY STATES. 1 3 

tions in 1909 amounted to about $3,700,000. The only other 
important item of state taxes was the inheritance tax of about 
$570,000. 

Pennsylvania. 

About 72 per cent of the state tax receipts in 1909 was derived 
from corporations. 

By far the most important corporate tax is the so-called " capital- 
stock tax," which is practically measured by net assets. Financial 
and manufacturing companies are exempt therefrom. In 1909 
this tax, together with another capital-stock tax on banks, pro- 
duced about $ 1 0,900,000. There is also a state tax on gross receipts 
of transportation, transmission, and electric-light companies in 
addition to the capital stock and corporate loan taxes, which 
produced in 1909 about $1,500,000. 

One of the interesting provisions is the "corporate-loan tax," 
whereby corporations are required to deduct the amount of the 
tax from the interest on bonds, etc. The United States Supreme 
Court has held that this does not apply to nonresident bond- 
holders. The proceeds of this tax in 1909 were about $2,500,000. 

Shares of corporations, subject to the capital-stock tax, are 
exempt in the hands of stockholders. In general, foreign corpora- 
tions are taxed in the same manner as domestic corporations. 
There is no state taxation on real property and practically none 
on personal property, except on money at interest. There is a 
general property tax assessed and collected for local purposes, but 
public-service corporations are exempt from this tax as to the 
property used in the exercise of their franchises. 

The revenue from corporate taxation in Pennsylvania exceeds 
in amount that collected by any other State of the two groups 
thus far treated, New York approaching it most nearly. 

Delaware. 

About 62 per cent of the state taxes comes from corporations. 
There is a sharp separation of the sources of state and local taxa- 
tion — taxation of corporations for state purposes and the general 
property tax for local purposes. 

Delaware has an "annual franchise tax," corresponding more 
or less to the "capital-stock tax" in other States, with two 
branches — (i) a tax on the par value of authorized capital stock 
of certain domestic (business) corporations organized after March 
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lo, 1899, and doing less than 50 per cent of their business in Dela- 
are, and (2) a tax on domestic gross receipts of transmission, insur- 
ance (other than Hfe), light, heat, and power, and certain trans- 
portation companies, with the same qualifications as to date of 
organization and place of business. The second branch, aside 
from insurance, is almost entirely inoperative, because, with the 
exception of a few telephone companies, no corporations with such 
qualifications appear as having any gross receipts in Delaware. 

Manufacturing, mining, and mercantile companies not subject 
to the annual franchise tax pay a graduated license tax on the 
cost value of the property used or bought by them. 

In cases not subject to the annual franchise tax there is a gross-^ 
receipts tax applied to express, light, heat, and power companies, 
and a tax on wire mileage applying to telegraph and telephone 
companies. Express and telephone companies also pay certain 
license taxes. 

The constitution forbids the taxing of stock of domestic corpora- 
tions in the hands of nonresidents, and stocks and bonds in the 
hands of residents are not taxed. 

While there are a number of laws taxing railways upon their 
business, earnings, rolling stock, etc., these taxes have all been 
commuted to the payment of a fixed lump sum in each case, a 
policy which has existed for a number of years. 

In 1909 there was received by the State from railroads about 
$107,000; the annual franchise tax brought in about $35,000, and 
the tax from transmission companies about $10,000. Organiza- 
tion fees of corporations amounted to about $75,000. 

Maryland. 

The proportionate amount derived by the State from special 
taxation of corporations is small, about 32 per cent of the total 
state tax receipts. This, however, does not include a large sum 
received from corporations under the general property tax, an 
amount which can not be segregated. There is a so-called " capi- 
tal-stock tax," which, however, is in essence a general property 
tax applied to corporations. It is collected through the corpora- 
tions, based on their assets, and may be charged by the corpora- 
tions to the stockholders, which in some cases is done. Railroads 
are exempt from this tax. Most of the proceeds of the tax goes to 
the public schools, so that both in principle and application it is 
hardly a state corporation tax. 
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Railroads, transmission, and other public-service companies 
are taxed on their gross receipts. Shares of stock in corporations 
taxed either by the capital-stock or the gross-receipts tax are 
exempt in the hands of stockholders. 

By far the most important single tax for state purposes is the 
gross-receipts tax, which in the year ended September, 1909, pro- 
duced about $642,000. The capital-stock tax produced about 
$107,000. The only other large item is the tax on insurance 
companies and savings-banks deposits of about $307,000. 

District of Columbia. 

The proportionate amount derived from special taxation of 
corporations is about 16 per cent. This, however, does not in- 
clude a large sum received from corporations under the general 
property tax, an amount which can not be segregated. In the 
District there is perhaps the broadest appUcation of the general 
property tax so far observed. The majority of corporations 
come only imder that tax. 

There is a gross-receipts tax on street-railway companies and a 
gross-earnings tax on gas, electric-light, telephone, and certain 
financial companies. There is no special tax on railroads, tele- 
graph companies, canal companies, express or car companies, or 
on business or manufacturing companies. Stocks and bonds are 
not taxable in the hands of the holders. 

For the year ended June, 1909, there was received by the gross- 
receipts tax about $178,000 from street railways and about 
$199,000 from gas, electric, and telephone companies. By the 
general property tax on the public-service corporations there 
was received about $254,000. From special taxes on financial 
corporations there was received about $272,000. 
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ToTAi, State Taxes, and Amounts and Percentages Contributed by Certain 
Specified Sources of Taxation: New England and Middle Atlantic 
Groups. 

[The figures for the first group are mainly for 1908; for the second, mainly for 1909.] 



State. 



NEW ENGI,AND GROUP. 

Maine 

New Hampshire 

Vermont 

Massachusetts 

Rhode Island 

Connecticut 

MIDDLE ATLANTIC GROUP. 

New York 

New Jersey 

Pennsylvania 

Delaware 

Maryland 

District of Columbia . . . . 



Corpora- 
tion tax. 



$1,258,649 
286, 214 
878,942 

4, 706, 743 
856, 770 

2, 884. 274 



9,442,933 

6. 791. 794 

16,839.338 

292, 506 
1 , 108, 405 

903, 195 



General 

property 

tax. 



$850,859 

457, 793 

16.651 

4, 000, 000 

766,939 



I, 042, 780 



255.360 
64, 298, 308 



Inheri- 
tance tax. 



$88, 601 

a 80, 469 

68,025 

772,499 



278,371 



6, 962, 615 

569.450 

739.853 

3.444 

257.089 



Liquor 
tax. 



$5,900 



50, 200 

839.367 

^ 137. 855 



<=5, 140,550 



372. 772 
464.898 



Miscellane- 
ous tax re- 
ceipts. 



124, 898 
459.358 

'^7.737.084 



J. 996, 697 
177, 822 
453.816 
116, 014 



Total 

state 
taxes. 



$2,295,439 

824, 476 

1,013,818 

10, 318,609 
1,886,462 
3, 622, 003 



29, 283, 182 
7.361, 244 

23.359.798 

473.772 

3,447.442 

5, 782,415 



PER CENT OF TOTAL STATE TAXES. 



NEW ENGLAND GROUP. 

Maine 

New Hampshire 

Vermont 

Massachusetts 

Rhode Island 

Connecticut 

MIDDLE ATLANTIC GROUP. 

New York 

New Jersey 

Pennsylvania 

Delaware 

Maryland 

District of Columbia. . . . 



55 
35 
86 
46 
45 
79 



32 
92 
72 
62 
32 
16 



37 
«74 



26 



9 

37 
13 



1 00 
100 
100 
100 
100 
100 



100 
100 
100 
100 
zoo 

100 



o Legacy and succession tax. 

6 Includes some taxes other than those on liquor. 

c Receipts for five months only. 

d Of this amount, $5. 3 55. 546. 16 came from the stock transfer tax and $1,844,82 1.45 from mortgage 
tax. 

« Certain public-service corporations paid $253,530 general property tax in addition to this amount, 
which is included under corporation tax. The total general property tax is $4,551,838, or about 
79 per cent of the District taxes. 



NEW YORK. 

I. GENERAL VIEW. 
Chief Features. 

First. A sharp separation between sources of state and local 
taxes. 

Second. Capital-stock tax at a varying rate governed by rate 
of dividends paid, market price of the stock, and financial con- 
dition. 

Third. Corporations are taxed locally upon property, including 
"special franchises " (i. e., right to use public streets). 

General Property Tax. 

All corporations, domestic and foreign, pay the general property 
tax practically like individuals, but for local purposes only. Un- 
der this tax the assessment of personal property is based upon the 
total assets of the corporation after deducting property exempt by 
law (including shares of stock of other corporations) , assessed value 
of the corporation's real estate, debts of the corporation, and 
surplus, if any, up to lo per cent of the capital. 

As a part of the general property tax, public-service corpora- 
tions, domestic and foreign, pay a "special franchise tax" for the 
right to use the public streets. 

Capital-Stock Tax. 

Corporations, domestic and foreign, pay to the State for state 
purposes a tax for the privilege of doing business within the State. 
This tax is based on the capital stock measured by assets employed 
in the State, and the rate varies according to dividends paid, 
market price of the stock, and net assets. The following are 
exempt from this tax: Financial and insurance companies; manu- 
facturing, mining, and laundering companies under certain condi- 
tions; elevated railways; surface railways not operated by steam; 
water, gas, electric or steam heating, lighting, or power companies. 

Transportation and Transmission Companies. 

Domestic and foreign transportation and transmission com- 
panies (except those named in the following two paragraphs), 
besides paying the general corporation tax (above), pay an addi- 
tional tax to the State for state purposes of five-tenths of i per 

17 
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cent on gross earnings from business beginning and terminating 
within the State. 

Elevated Railways ; Surface Railways not Operated by Steam. 

Such corporations, domestic and foreign, pay to the State for 
state purposes i per cent on gross earnings within the State and 
3 per cent on dividends declared in excess of 4 per cent upon paid- 
up capital. If such railway is leased, the owning corporation pays 
only the tax on dividends exceeding 4 per cent. 

Water, Light, Heat, and Power Companies. 

Such corporations, domestic and foreign, pay to the State for 
state purposes five- tenths of i per cent on gross earnings within 
the State and 3 per cent on dividends declared in excess of 4 per 
cent upon paid-up capital. 

Stock-Transfer Tax. 

There is imposed upon all sales or transfers of shares of stock, 
domestic or foreign, in the State, a tax payable by the vendor, of 
2 cents on each share of face value of $100 or less. 

Stockholders and Bondholders. 

Shares of stock in domestic and foreign corporations are exempt 
from taxation in the hands of holders. Bonds of domestic and 
foreign corporations are taxable for local purposes only in the hands 
of holders, except that bonds secured by real-estate mortgages 
upon which the recording tax is paid are exempt. 

Foreign Corporations. 

For both state and local purposes foreign corporations are taxed 
practically like domestic corporations. 

Administration. 

State taxes on corporations are levied and assessed by the 
comptroller and paid into the state treasury. The State Board 
of Tax Commissioners value and assess "special franchises." 
They are also clothed with advisory powers over local assessors." 

"Sources of revenue in the State of New York: 

Municipal and local districts. — (o) Direct tax on real and personal property; (6) 
one-half of liquor license tax is retained for town or city use where collected ; (c) one- 
half of mortgage tax is apportioned to the locality where mortgaged property is 
situated; (d) tax on shares of bank stock; (e) business licenses in cities; (/) fines, 
fees, etc. 

County. — (a) Direct tax on real and personal property; (6) dog tax; (c) fines, 
fees, etc. 

State. — (o) One-half of liquor license tax; (i) tax on corporations; (c) tax on 
transferof stock; {d) tax on inheritances; (e) one-halt of tax on mortgages; (/) mis- 
cellaneous sources. 
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II. DETAILS AS TO THE CONSTITUTION AND THE 
STATUTES. 

Constitution. 

The chief provisions in the constitution on taxation are in sub- 
stance as follows: 

Every law which imposes, continues, or revives a tax must dis- 
tinctly state the tax and the object to which it is to be apphed, 
and it is not sufficient to refer to any other law to fix such tax or 
object." 

By an amendment effective January i, 1902, private or local 
bills granting to any person, association, firm, or corporation 
an exemption from taxation on real or personal property are 
prohibited. * 

Statutes.' 

local, taxation. 
General Property Tas. 

"All real property within the State, and all pergonal property 
situated or owned within the State, is taxable, unless exempt from 
taxation by law."'' The statute defines the kinds of real and 
personal property;^ and the statutory distinctions generally con- 
form to the well-settled legal conception of these terms. 

Real Estate of Corporations. 

Real estate of corporations liable to taxation is assessed at actual 
value where situate, like real estate of individuals./ 

Special Franchises. 

"Special franchises" are rights of pubUc-service corporations to 
the use of pubUc streets.^ These are assessed as real estate in 
order that the deduction of debts (usually bonded indebtedness) 
from personal property may not nullify this tax. This is a prop- 
erty tax, assessed on incorporeal rights and tangible property. » 

« Constitution, art. 3, sec. 24. 

6 Constitution, art. 3, sec. i8. 

c References are to " Tax Law," the official designation of cliapter 60 of the Consoli- 
dated Laws of 1909. 

^ Tax Law, sec. 3. 

« Tax Law, sec. 2. 

/Tax Law, sees. 11 and 32. See also People v. Cassity, 46 N. Y. 46 (1871). 

9 Fully defined. Tax Law, sees. 2, subd. 3. The term does not include street'cross- 
ings in certain cases. Tax Law, sec. 2, subd. 4. Method of assessment described in 
People ex rel. Jamaica Water Supply Co. 0. State Board of Tax Commissioners, 89 
N.E. 581 (1909). 

40084 — I o 3 
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It should not be confused with the capital-stock tax imposed by 
the State for the right to do business therein.'' The valuation of 
these "special franchises" is determined by the State Board of 
Tax Commissioners, '' but the tax is collected locally and used for 
local purposes. 

Personal Property of Corporations- 
All personal property of corporations, domestic and foreign, 
liable to taxation, is assessed in the tax district where the princi- 
pal office (or place for transacting the financial concerns) of the 
company is situated,^ and, if the company has no such office, then 
in the tax district where its operations are carried on. 

The taxable value of personalty is determined under the statu- 
tory provision, thus: 

"The capital stock of every company Hable to taxation, except 
such part of it as shall have been excepted in the assessment-roll 
or shah be exempt by law, together with its surplus profits or 
reserve funds exceeding ten per centum of its capital, after deduct- 
ing the assessed value of its real estate, and all shares of stock in 
other corporations actually owned by such company which are 
taxable upon their capital stock under the laws of this State, shall 
be assessed at its actual value."'* 

"■ Tax Law, sec. 49. 

6 Tax Law, sees. 43, 44, and 45. 

c Tax Law, sec. 11. Thus, a railroad company is not liable to taxation upon its 
capital as personal estate for that part thereof which is invested in the lands over 
which it runs, and in the railways and other fixtures connected therewith, but that 
part of the corporate property is to be taxed in the several towns and wards in which 
the same is situated as real estate, at its actual value at the time of assessment. The 
capital stock of a railroad, which is not invested in its railways or other real estate, is 
to be taxed as personal property, in the town or ward where the principal office or 
place for transacting the financial concerns of the company is situated. Mohawk 
and Hudson R. R. Co. v. Chute, 4 Paige (N. Y.) 384 (1834). See also People ex. rel. 
Keystone Gas Co. v. Glean, 15 N. Y. State Reporter, 461 (1888). 

<*Tax Law, sec. 12. The basis of the personal-property tax levied upon a corpora- 
tion under the above-quoted section is as follows: "The total assets of the corpora- 
tion (including the full value of real estate as well as personal property), and the 
taxable as well as nontaxable property, from which is to be deducted the value of 
the stock belonging to the State and incorporated literary and charitable institutions, 
property exempt by law, nontaxable property which latter class includes shares of 
stock of other corporations, patent rights, and good will), assessed value of the cor- 
poration's real estate, debts of the corporation, and surplus, if any, up to 10 per cent 
of the capital." This formula is the one approved by the State Board of Tax 
Commissioners and was furnished to the Bureau by said board. See also People v. 
Coleman, 126 N. Y. 433 1891). 

Personal property owned by a corporation and located permanently outside of the 
State is exempt from taxation, and in preparing the assessment roll should be 
deducted. People v. Commissioners, i T. & C. N. Y.) 611 (1873). 
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Stockholders and Bondholders. 

Shares of stock in domestic and foreign corporations are exempt 
from taxation in the hands of holders." 

Bonds of corporations, domestic and foreign, except those 
exempted by payment of recording tax '' are taxable to the owner 
as personal property but for local purposes only. 

Foreign Corporations. 

Foreign corporations not doing business in the State are assessed 
and taxed locally on real estate and on personal property having 
an actual situs in the State. This provision does not apply to 
money or negotiable collateral securities deposited by, or debts 
owing to, such foreign corporations, nor does it modify the tax 
on real estate mortgages."^ If engaged in business in the State, 
foreign corporations are assessed for local purposes under the 
general provisions hereinbefore contained. 

STATE TAXATION. 
Capital-Stock Tax. 

"For the privilege of doing business or exercising their corpo- 
rate franchises " in New York, the general rule is that domestic and 
foreign corporations'* pay to the State a tax computed upon the 
basis of the amount of capital stock employed therein. The 

"I Tax Law, sec. 4, subd. 16. This is true whether the corporation be domestic or 
foreign, for the presumption in case of foreign corporations is that a tax is levied in 
the home State upon the capital stock. People ex rel. Trowbridge v. Commissioner 
of Taxes, 4 Hun (N. Y.) 595 (1875); affirmed, 62 N. Y. 630 1875). 

6 The recording tax on mortgages is 50 cents for each $100, or fraction thereof, of 
the principal debt or obligation. The tax is payable at the time of recording mort- 
gage, and no further tax is imposed. The revenues received from this tax, after 
deducting the expense of collection, belong one-half to the State and the other half 
to the localities where the real estate is situated, upon which the mortgage is secured. 
Tax Law, sees. 253 and 261. 

Bonds or other obligations secured by mortgages on real estate situated in New 
York State and upon which the recording tax is paid are exempt from all other 
taxation. Tax Law, sec. 251, 

c Tax Law, sees. 3 and 7. The law does not authorize the taxation of foreign cor- 
porations based on the whole capital, but only on the amount invested in business in 
this State. A foreign corporation actually engaged in business in the State is taxed 
in the same manner as a domestic corporation; and, if it has a principal office or place 
for the transaction of its financial concerns, its personal property is taxed there. 
People V. McClean, 80 N. Y. 254 (1880). An exception to the general rule of deduc- 
tion of debts is made in the case of nonresidents, no deduction from personal property 
on account of debts being allowed nonresidents, corporate or individual. People v. 
Barker, 141 N. Y. 118 (1894). 

d Including steam transportation companies, transmission, mercantile, and some 
companies partly engaged in manufacture. 
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measure is such a portion of the issued capital stock as the gross 
assets employed in business within the State bear to the gross 
assets wherever employed in business. Capital invested in the 
stock of another corporation is deemed to be assets located where 
the physical property represented by such stock is located." 

It was the evident intention to group corporations falling under 
this statute into classes, according to their earning power, solvency, 
and market price of their stock. 

Due, however, to the confusion arising from alternative pro- 
visions affecting the different classes, the following five subdivi- 
sions have been adopted: 

(i) Corporations paying dividends of 6 per cent or more are 
subject to a state tax of one-fourth of a mill for each i per cent of 
dividends. This tax is computed on the par value of the capital 
stock employed within the State, regardless of the value of the 
assets or the market price of the stock. 

(2) Solvent corporations * paying dividends of less than 6 per 
cent are subject to a tax of i X mills on each dollar of the valuation 
of the capital stock employed within the State. This same rate 
applies when the average market price of the corporate stock 
equals or exceeds par. The taxable value shall not be less than 
either the net assets " of the company or the average price at 
which such stock sold during the year, the higher valuation of the 
two being used. 

(3) Insolvent corporations'* paying no dividends or dividends 
of less than 6 per cent, or corporations the average selling price of 
whose stock has been below par during the year, are assessed at the 
rate of three-fourths of i mill on each dollar of capital stock. In 
this class the tax is computed on the par value of the issued capital 
stock employed within the State. 

(4) Corporations not heretofore specified, whose dividends are 
less than 6 per cent and whose net assets are less than the capital 
stock and whose stock has no fixed price, pay to the State i>^ mills 
per dollar on the actual value of the capital stock determined to be 

o Tax Law, sec. 182. A domestic corporation carrying on all its operations without 
the State, yet maintaining a bank account within the State, can be taxed on the latter 
only. People ex rel. Davis-Colley Ore Co. v. Campbell, 66 Hun (N. Y.) 146 (1892). 

6 The term "solvent" is here used to indicate corporations whose assets exceed 
their liabilities by an amount equal to or greater than the capital stock. 

c The difference between assets and liabilities, exclusive of capital stock. 

<* Corporations whose liabilities, exclusive of capital stock, equal or exceed their 
assets. 
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employed within the State, or i X mills per dollar on the average 
selling price of the capital stock for the year. 

(5) Corporations having two or more kinds of capital stock upon 
which the rates of dividends differ are subject to a state tax com- 
puted at the rates shown in subdivisions 1,2,3, and 4, according to 
the several different possibilities of combination. 

Exemptions. — The following classes of corporations and asso- 
ciations are exempt from this tax : « 

(i) Banks, trust companies, and institutions for savings. 

(2) Insurance, title guaranty, and surety companies. 

(3) Manufacturing, mining, and laundering companies, to the 
extent only of the capital employed in manufacturing, mining, 
and laundering, provided that at least 40 per cent of the capital 
stock is invested in property in this State and used by them in 
manufacturing, mining, and laundering. 

(4) Companies owning or operating elevated railways or surface 
railways not operated by steam — covered by Tax Law, section 185 
(see p. 24). 

(5) Water, light, heat, and power companies covered by Tax 
Law, section 186 (see p. 24). 

(6) Agriculture and horticulture societies or associations. 

Transportation and Transmission Companies — Tax on Gross Earn- 
ings. 

In addition to the capital-stock tax, transportation and trans- 
mission companies, except elevated railways, and except surface 
railways not operated by steam, pay to the State five-tenths of i per 

"Tax Law, sec. 183. The exemptions were not all made in the original law of 
1880, but have been added from time to time. The purpose of the exemption of 
manufacturing corporations in the first place was the desire on the part of the State to 
bring within its borders large manufacturing establishments. People ex rel. Black- 
inton Co. v. Roberts, 4 App. Div. (N. Y.) 388 (1896). In the earlier history of these 
exemptions, it was necessary for manufacturing corporations in order to be exempt 
that they should be wholly engaged in manufacturing within the State. It was held, 
however, in People ex rel. Tiffany Co. u. Campbell, 144 N. Y. 166 (1894), that a domes- 
tic corporation which employed ultra vires a small part of its capital in business other 
than manufacturing, and with this exception was wholly engaged in manufacturing 
within the State,, was taxable only on the capital employed ultra vires. In 1896, the 
law as laid down in this case was amplified and corporations were not required to be 
wholly engaged in manufacturing, but were exempt only to the extent of the capital 
so employed. Another important amendment was added in 1901, when the provi- 
sion was made that at least 40 per cent of the capital stock of a manufacturing corpo- 
ration must be invested by it in the State, and used in manufacturing in order to 
entitle it to this exemption. 
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cent upon gross earnings " from business beginning and terminating 
within the State. 

Elevated Railways; Surface Railways not Operated by Steam — Tax 
on Gro^s Earnings and Dividends. 

These companies pay to the State for state purposes i per cent 
upon gross earnings within the State, and 3 per cent upon divi- 
dends declared or paid in excess of 4 per cent upon the actual 
amount of paid-up capital employed. 

Such railway corporations whose property is leased to another 
are required to pay the tax on dividends exceeding 4 per cent but 
not on gross earnings.'' 

Water, Light, Heat, and Power Companies — Tax on Gross Earnings 
and on Dividends. 

Corporations for supplying water or gas, or for electric or steam 
heating, hghting, or power purposes, pay to the State, for state 
purposes, five-tenths of 1 per cent upon gross earnings within the 
State, and 3 per cent upon dividends declared or paid in excess of 
4 per cent upon the actual amount of paid-up capital employed. <^ 

Stock-Transfer Tax. 

There is imposed upon all sales or transfers of shares of stock, 
domestic or foreign, in the State, a tax, payable by the vendor, of 
2 cents upon each share of face value of $100 or less.'* 

Stockholders and Bondholders. 

Shares of stock in domestic and foreign corporations are exempt 
from taxation in the hands of holders.^ Bonds of domestic and 
foreign corporations are taxable for local purposes only in the 
hands of holders, except that bonds secured by real-estate mort- 
gages upon which the recording tax is paid are exempt./ 

Foreign Corporations. 

The same principles apply to foreign corporations as to domestic 
in determining the amount of capital stock employed within the 

" Tax lyaw, sec. 184. Gross earnings in this case cover the receipts of a corporation 
growing out of the employment of its capital whether employed in transportation or 
transmission business or otherwise. People ex rel. N. Y, C. and H. R. R. R. Co. v. 
Roberts, 32 App. Div. (N. Y.) 113 (1898). 

b Tax Law, sec. 185. 

'^Tax Law, sec. 186. 

<* Tax Law, sec. 270. 

« See note a, p. 21. 

/Tax Law, sec. 251. 
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State for the purposes of capital-stock taxes. The corporation, 
however, must be doing business in the State, and some part of 
its capital must be employed there. "» 

III. FINANCIAL RESULTS. 

Classification of Revenue. 

The proportion of total state taxes for state purposes derived 
from corporations for 1909 was 32 per cent. 

ToTAi, State Receipts, Taxes from Corporations, Other Taxes, and Receipts 
FROM Sources Other than Taxes, Year ended September 30, igog.'' 

Total state receipts, all sources $60, 343, 663. 12 

Special taxes from corporations: 

Transportation $2, 240, 438. 08 

Telegraph and telephone 376, 1 14. 10 

Insurance taxes i, 236, 973. 53 

Insurance fees 427, 074. 40 

Gas,mining, trust, and miscellaneous companies . 4, 748, 523. 46 

Organization tax 343, 938. 99 

Foreign banks 44, 749. 83 

Foreign corporation fees 25, 121. 20 

Total state taxes from corporations 9, 442, 933. 59 

Other taxes; 

State tax 330, 43^. 87 

Inheritances 6, 962, 615. 23 

Excise taxes liquor) ^ 5, 140, 549. 71 

Mortgages 1 , 844, 82 1 . 45 

Racing associations 69, 949. 30 

Nonresident taxes 24, 018. 12 

Stock transfers 5, 355, 546. 16 

Licenses 112,311.87 

Total taxes not from corporations 19, 840, 248. 71 

Total taxes for state purposes, all sources <i 29, 283, 182. 30 

<i People ex rel. Chicago June. Ry. Co. i/. Roberts, 154 N. Y. i (1897). 
b Report of State Treasurer, 1909, p. 630. 

'^ Due to change in beginning of the certificate year from May i to October i, this 
amount covers receipts of only five months. See Laws, 1908, chap. 144 
d Thero is no general property tax levied for state purposes in New York. 
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Receipts from sources other than taxes: 

Fines, violation of dairy laws $34, 371 

Fees of pubUc officers and state institutions ... i, 005, 165 

United States Government, soldiers' home .... 183, 685 

Interest 389, 044 

Land sales 43i 67 1 

Bank department 42, 739 

For support of free patients at state hospital. . . 27, 354 

Fees from notaries public 76, 457 

Fees from commissioners of deeds 275 

Public administrator . . . ._ 20, 523 

General fund revenue transfers 359, 258 

Miscellaneous receipts 44, 831 

For public highways 7, 535, 995 

For canal, school, and other funds 21, 297, 107 



37 
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Total receipts from sources other than taxes $31, 060, 480. 82 

Total state receipts, all sources 60, 343, ^63. 12 

The increase of annual receipts from corporate taxation has been 
gradual and in 1909 constituted the largest single source of state 
revenue from special taxation. The receipts were greatly aug- 
mented in 1901 when the annual franchise tax system was extended 
to savings banks and trust companies, yielding in that year more 
than $2,000,000. The receipts from this class of corporations in 
1909 were $3,031,669.32. In 1908 the receipts from the excise 
tax amounted to $9,359,318.63, but the figures for 1909, due to a 
change in the certificate year, included receipts for only five months 
hence the apparent decrease. 

The general property tax is not applied for state purposes and is 
not included in the above table, but corporations as well as indi- 
viduals pay the general property tax for local purposes only. 

On the following page is shown an analysis of the total receipts 
from state taxes on corporations from 1905 to 1909, inclusive: 
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Revenues from special taxes on corporations increased 
$2,179,131.85, or 30 per cent, in the five years ended 1909. 

Due to the financial depression of 1907 the receipts from the 
stock-transfer tax fell off materially, but during the past year may 
be said to have recovered normal condition. While this tax is 
paid by the seller of the stock it would not be possible if a corporate 
system did not exist and is for that reason sufficiently related to 
the subject in hand to demand some consideration. If this should 
be included in receipts from corporate taxation in New York State 
it would bring the annual amount to about $15,000,000. Even 
without the stock-transfer tax the state revenues from corporate 
taxation exceeded that of any other State except Pennsylvania. 

IV. COMMENTS. 
Historical. " 

Prior to 1823, there was no special system applicable to taxation 
of corporations for either state or local purposes. Corporations 
were few, principally banking, insurance, and manufacturing com- 
panies, and corporate property was assessed to the individual 
owners of the stock. Beginning with 1823, "all incorporated com- 
panies receiving a regular income from the employment of capital" 
were to be considered as persons and taxed in the same manner as 
individuals. It is not, however, until 1827 that we find the 
beginning of the present system of taxing corporations for local 
purposes. In 1853, and again in 1857, the laws affecting the local 
taxation of corporations were amended, assuming in the latter year 
substantially their present form. 

By taxing the capital of nonresidents invested in the State, 
foreign corporations were brought within the jurisdiction of the 
local assessors in 1855 to the extent of the capital invested in the 
State. ^ 

The present system of taxing corporations for state purposes by 
methods other than a direct tax on real and personal property 
dates from 1880. Up to that time, the largest part of the revenue 
of the State came from the general property tax assessed and 
collected by the local tax authorities. In 1880, a general system 
was inaugurated for state taxation of all stock corporations, 
domestic and foreign — excepting savings banks, life insurance com- 
panies, foreign insurance companies, and companies carrying on 

(J This review is based largely upon Henry M. Powell's "Taxation of Corporations 
in New Vork for State and Local Purposes," published 1905. 
6 Laws, 1855, chap. 37. 
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manufacturing and mining within the State — the basis of com- 
puting the tax in each case being the value of the capital stock." 

In 1 88 1, provision was made for an additional annual franchise 
tax on transportation and transmission companies, based on gross 
earnings within the State. '' A similar tax at a higher rate was later 
(1896) imposed on elevated railways and on surface railways not 
operated by steam, and on water, gas, electric and steam heating, 
light, and power companies. These latter companies were, how- 
ever, relieved from the payment of the general franchise tax on 
capital stock. 

In 1 88 1, there was imposed, also, an "annual franchise tax" on 
insurance companies, based on gross premiums or earnings, for 
business done in the State.'' This provision was amended in 1886 
by reducing the amount of tax on premiums of fire and marine 
insurance companies and exempting them from payment of tax on 
capital stock. " 

In the same year an organization fee was required of every 
domestic stock corporation with the exception of literary, scientific, 
medical, religious, banking, and building and loan associations, 
upon the organization of the company, based on the par value of 
the authorized capital stock.'* 

In 1895, a tax similar to the organization tax, and known as a 
license tax, was required to be paid by certain foreign corporations 
for the privilege of engaging in or carrying on business. This tax 
is computed on the basis of the capital stock employed within the 
State during the first year's business. " 

In 1 90 1, the annual franchise tax was also extended to trust 
companies and savings banks, to be computed on the basis of 
surplus and undivided profits./ In 1906 and 1907 the method of 
computing the capital-stock tax (described on pp. 21-23 above) and 
the license tax under sections 181 and 182 of the Tax Taws was 
materially changed. While the basis of the tax continued to be 
capital stock employed in the State the value of the capital stock 
and the rate of the tax were fixed by certain arbitrary rules. Up 
to this time the value of the capital stock employed within the 
State had been in most cases determined by the 'value of the 
property itself." The method of ascertaining the amount of 
capital stock employed in the State by means of the property or 

a Laws, i88a, chap. 542. e Laws, 1895, chap. 240. 

6 Laws, 1881, chap. 361. / Laws, 1901, chap. 535. 

c Laws, 1886, chap. 679. B People ex rel. Commercial Cable Co. v. 

''Laws, 1886, chap. 143. Morgan, 178 N. Y. 433 (1904). 
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gross assets in the State is now incorporated in the statute. 

(See pp. 21-22.) 

Distinctive Features. 

Originally all state and local revenues were derived from the 
general property tax, but gradually this system has been changed 
until at the present time the entire receipts of the State for 
state purposes are derived (apart from minor incidental reve- 
nues) from special taxes and receipts, while the source of county 
and other local revenues remains practically the same as it was 
at the outset, namely, the taxation of the individual and of the 
corporations upon both real and personal property. The personal 
property tax differs, however, from the usual corresponding tax 
elsewhere, in that each taxpayer, individual or corporate, is 
allowed to deduct debts from the entire amount of personal prop- 
erty instead of from credits alone. Individuals in general are not 
required to render statements of property owned, but corporations 
are required to render such statements. 

A slight change in the practical working of local taxation is 
brought about by the present system of assessing "special fran- 
chises."" By this plan the special franchises of certain public- 
service corporations are classed as real estate, and, while valued by 
the State Board of Tax Commissioners, the taxes thereon are col- 
lected and retained by the localities in which the special franchises 
are situate. lyocal tax receipts have been greatly augmented by 
receipts from the liquor-license tax, a large part of which is for 
local use. By the separation of state and local revenues New 
York State escapes many difficult theoretical and practical prob- 
lems which continue to trouble the tax authorities of some other 
States. A small direct property tax was collected in 1906, but 
direct taxation on real and personal property for state purposes 
was discontinued the same year. 

The taxation of corporations for county and other local pur- 
poses upon property is neither in its historical development nor in 
its present application a separate and distinct system, but is part 
of the general system of local taxation. With the exception of 
the basis of the tax, and some of the forms of assessment, the 
general provisions as to the assessment, remedial procedure, and 
collection of personal property taxes apply with equal force to 
individuals and to corporations. 

""Special franchises" are the rights of public-service corporations to the use of 
public streets. See Tax Law, sec. 2, subd. 3. 
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The entire system of state taxation on stock corporations, 
domestic and foreign, rests upon the theory of an annual tax for 
the privilege of carrying on business in the State. The State 
leaves the localities free to tax the corporations on property, reserv- 
ing to itself the right to tax them on state franchises or business. 

In order to encourage manufacturing enterprises the State is 
lenient in taxing corporations so engaged. Transportation and 
transmission companies, with certain exceptions, are required to 
pay the general corporation tax based on capital stock, the tax on 
gross earnings (called the "additional franchise tax"), and the 
general property tax, which includes the "special franchise tax." 

A marked peculiarity is found in the taxing of certain classes of 
public-service corporations upon the amount of dividend in excess 
of 4 per cent declared upon the actual amount of paid up capital, 
and in classification of certain corporations by financial standing. 

Report of Special Tax Commission. 

The report of the Tax Commission, 1907, says: 

" It is admitted on all sides that the present system of attempt- 
ing to reach corporations for local purposes on their personal prop- 
erty is ineffective." 

A plan is suggested" by which "corporations, while remaining 
subject to local taxation on their real estate, would be exempt 
from direct local taxation on personal property and would pay an 
increased franchise tax to the state authorities, a substantial por- 
tion of which could then be returned to the localities. * * * in 
New Jersey, for instance, where a somewhat similar system was 
introduced in 1905 in the case of railroads, the tax on the main 
stem yielded in 1906 $3,503,529.70, as against $950,991.21 under 
the prior system; and of this amount $2,533,867.35 is to be 
appropriated for the benefit of the schools and the reduction of 
local taxes. In Pennsylvania railroads are not taxable at all for 
local purposes on personal property." In regard to the special 
franchise tax, the commission says that in many instances corpo- 
rations have neglected or even refused to pay their taxes, and the 
present remedies have not been sufficient to assure their collection. 
To advertise and sell telephone and telegraph wires, as real estate 
is advertised and sold under the present law for nonpayment of 
taxes, does not produce satisfaction of the debt, and even the 
so-called lien of the tax upon the property of street railways has 
not led to as full collection of this tax as was expected.* 

a Report of Special Tax Commission, 1907, pp. 21 and 22. 6 ibid., p. 26. 
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I. GENERAL VIEW. 
Chief Features. 

First. The "franchise tax," based on the par value of the capital 
stock of "miscellaneous"'^ corporations, which is paid to the 
State for the use of the State. 

Second. The property tax on railroads and canals, including 
"privileges."* 

Third. The property tax on public-service corporations, and 
their "privileges," using or occupying the streets, highways, or 
other public places — such as street-railway, water, lighting, tele- 
graph, telephone, sewer, and pipe-line companies. 

These public-service corporations are taxed also upon the basis 
of their gross receipts, and this "franchise tax" is distributed 
among the local taxing districts. 

"Miscellaneous" Corporations. 

"Miscellaneous" corporations, being domestic corporations in 
the main not doing business in New Jersey (though many corpora- 
tions engaged in manufacturing within the State are included), 
pay for state purposes what is termed an annual license fee or 
franchise tax, based on the par value of the capital stock issued. 
If at least 50 per cent of the outstanding stock be invested in 
manufacturing or mining in New Jersey, the corporation is 
exempted from this tax. Railroad, canal, and other public- 
service corporations are also exempted therefrom. 

Railroads and Canals. 

Railroad and canal corporations are taxed for both state and 
local purposes upon their real and personal property, including in 
property the peculiar privileges of eminent domain and the like. 

" "Miscellaneous" corporations are all domestic corporations except those subject 
to a tax upon gross receipts, and except railroads and canals. Most of them are not 
in business in New Jersey. 

b "These so-called privileges, as to railroad and canal corporations, are, as a matter 
of fact, represented in the assessment and valuation of 'main stem,' as also in the 
valuation of the franchises." (I^etter from the Secretary of the State Board of 
Assessors, (flafed October 5, 1909.) 

33 
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Other Public-Service Corporations. 

•'Corporations using or occupying the public streets or high- 
ways "—namely, lighting, water, street-railway, telegraph, tele- 
phone, sewer, and pipe-line companies — pay a local tax on 
property, including privileges, and in addition are taxed upon 
gross receipts, termed "a state franchise tax." This tax on 
gross receipts is collected and used by the local taxing districts. 

General Property Tax. 

All corporations are taxed locally for local purposes on tangible 
property as are individuals. Yet, in the case of railroad, canal, 
and other public-service corporations there are special provisions 
for such local taxation. 

Foreign Corporations. 

Foreign corporations generally are taxed, in and for the benefit 
of the local taxing districts, upon the amount of capital usually 
employed in the State and not otherwise taxed on real or personal 
property. 

Stockholders and Bondholders. 

Shares of stock of any New Jersey corporation, the- capital or 
property of which is taxed by the State, are exempt from taxa- 
tion. All other stocks and bonds are by law taxable to the holder 
as personal property, but as a matter of practice the tax does not 
appear to be assessed. 

Administration. 

The State Board of Assessors has control of the state taxation 
of corporations." 

" Sources of revenue in New Jersey: • 

Municipal and local districts. — (a) General property tax; (i) on second-class 
railroad property; (c) on gross receipts of other public-service companies, {d) license — 
liquor and business; (e) dog tax; (/) poll tax under county limitations. 

County. — (a) General property tax; (6) tax on bank stock; (c) poll tax, in coun- 
ties under 150,000 population. 

Stale. — (a) Railroads and canals; (6) miscellaneous corporations; (c) incorpora- 
tion fees; (d) collateral inheritance tax; (e) insurance companies; (/) court and 
judicial fees; (g) miscellaneous. 
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II. DETAILS AS TO THE CONSTITUTION AND THE 
STATUTES. 

Constitution. 

The only reference to taxation in the constitution of New 
Jersey is: 

"Property shall be assessed for taxes under general laws, and 
by uniform rules, according to its true value."" 

Statutes.* 
General Property Tax. 

Under the general tax law, codified in 1903, the real and personal 
property of foreign and domestic corporations is taxed locally for 
local purposes, like that of individuals; and corporations are 
"regarded as residents and inhabitants of the taxing district where 
their chief office is situated."'' 

Certain property is exempt from taxation under this act, 
including the personal property of domestic corporations situated 
out of the State upon which taxes have been actually assessed and 
paid anywhere within twelve months; the shares of stock of any 
corporation of this State, the capital or property of which is 
made taxable to and against the corporation, and all offices and 

"Constitution, Art. IV, Sec. VII, par. 12 (1875). The court of errors and appeals 
has held that this constitutional provision does not prevent a particular class of 
property from being segregated and taxed by itself. State Board of Assessors v. 
Central R. R. Co., 48 N. J. Law, 146 (1886). 

■ 6 Except as otherwise indicated, the references given hereafter are to the General 
Statutes of New Jersey, 1709-1895, 3 volumes, published under the acts of April 4, 
1894, and March 20, 1895. ' 

<: Laws 1903, chap. 208, Art. Ill, par. 16. 

Banking, trust, and insurance companies are specifically taxed under the particular 
provisions of sees. 17 and 18 of the law. 

The owners of national-bank stock are to be taxed thereon at its true value. In 
ascertaining the true value of the share of such stock for taxation, chap. 234, Laws 
1905, does not require that the nontaxable property of the banks should be deducted 
from their assets. The only effect of that act is to allow an individual to claim the 
same deductions against the assessment of his shares of national-bank stock as he 
might against his other personal property. Lippincott v. Lippincott, Collector, 74 
N. J. Law, 439 (1907)- 
40084 — I o 4 
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"franchises," and all property used for railroad and canal purposes, 
the taxation of which is provided for by any other law of this 
State.'' 

Mortgages owned by corporations are exempt from taxation to 
the same extent as when owned by natural persons, and their value 
is deducted from the value of the capital stock or personal property 
in ascertaining the valuation subject to taxation, provided that 
this shall not affect or reduce any franchise tax. * From the valua- 
tion of personal property all debts due to creditors residing in the 
State may be deducted upon a claim sworn to by the president or 
principal officer of the corporation,'^ no distinction being made 
between individuals and corporations in regard to this deduction 
for debts. 

Taxes collected under the general property tax law are used 
entirely for county and municipal purposes. There has been no 
general tax levied on real and personal property for state expenses 
since 1884.'* 

Shares of stock in corporations paying this tax are not taxed to 
the holder ; ' but their bonds and other securities are taxable. 

Railroads and Canals. 

The law of 1884 founded a system of segregating the property of 
railroad and canal companies, used for railroad and canal pur- 
poses, and taxing it as a class by itself. It is a property tax by 
the State, levied through state assessors and distributed in part to 
the state treasury and in part to the local taxing districts as 
hereinafter described. 

<' Laws 1903, chap. 208, Art. I, sec. 3, parts i, 5, 8. 

In Laws 1903, chap. 208, Art. I, sec. 3, part 8, "The word 'officers' is a misprint for 
'offices,' as appears by an inspection of the original act." North Jersey Street Rail- 
way Co. V. Jersey City, 73 N. J. Law, 481 (1906). 

Under the general tax law of 1903 all offices and franchises are excluded from taxa- 
tion under this act, whether taxed under other laws or not. North Jersey Street Rail- 
way V. Jersey City, 74 N. J. Law, 761 (1907). 

Stock owned by the corporation which issued it should not be considered in deter- 
mining the amount of the franchise tax or license fee under the corporation tax act. 
Knickerbocker Importation Co. v. Board of Assessors, 73 N. J. Law, 94 (1905). 

b Laws 1903, chap. 208, Art. Ill, part 16. 

c Ibid., part 13. 

<* The state courts have held that the act of 1866, taxing property, was not super- 
seded with respect to the taxation of corporations by the act of April 18, 1884, impos- 
ing a franchise tax. Both schemes of taxation apply to foreign as well as to domestic 
corporations. Also, that a pipe line is taxable as real estate where it is located, 
although the owner of the fee has reserved the use of the surface for cultivation. Pipe 
Line Co. v. Berry, 53 N. J. Law, 212 (1890). 

fi Laws 1903, chap. 208, Art. I, sec. 3, part 5. 
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The districts assess and tax any property of these companies 
not used for railroad and canal purposes in the same manner and 
at the same rate as other property in the same district."^ 

Railroads pay to the local taxing districts the general property 
tax on all property not used for railroad purposes; and the tax on 
" second-class " property, though collected by the State, is returned 
to the local districts. For state uses they pay taxes on the " main 
stem," all tangible property, and all remaining property, including 
the franchise. That is, the State collects the taxes on all four 
classes and gets the tax on Classes I, III, and IV, below set forth, 
and the localities receive the tax on Class II. All of the tax above 
one-half .of i per cent, received from the railroads under the " aver- 
age rate of taxation," is now expended for the public schools, and 
the money is divided among the counties in proportion to the 
amount of taxable real and personal estate in the respective 
counties. 

The State Board of Assessors annually ascertains on the fol- 
lowing basis the true value of all property used for railroad or 
canal purposes, including franchises:* 

" I. The length and value of the main stem of each railroad, 
and of the waterway of each canal, and the length of such in each 
taxing district. 

"II. The value of the other real estate used for railroad or canal 
purposes in each taxing district, including the roadbed (other than 
main stem), waterways, reservoirs, tracks, buildings, water 
works, riparian rights, docks, wharves and piers, and all other real 
estate, except lands not used for railroad and canal purposes. 

"III. The value of all the tangible personal property of each 
railroad and canal company. 

"■ Gen. Stats. Ill, p. 3324, amendment March 27, 1888. 

The Board of Equalization of Taxes, created by Laws 1905, chap. 67, is invested 
with jurisdiction to determine whether railroad property is assessable by the local 
assessors as property not used for railroad purposes. Jersey City v. Board of Equali- 
zation, 74 N. J. Law, 382 (1907). 

6 The act directs the valuation of the property of railroads and canals to be made 
in a distributive mode; that is, first, on the main stem; second, the other real estate 
used for railroad purposes; third, the tangible personal property; fourth, the fran- 
chises. It was held by the court of errors that such system of valuations was con- 
stitutional and unobjectionable. Central R. R. Co. v. Board of Assessors, 49 N. J. 
Law, I (1886). 
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"IV. The value of the remaining property, including the 
franchise."'' 

In 1906 the "main stem" was declared hereafter "to include 
the roadbed, not exceeding 100 feet in width, with its rails and 
sleepers, and all structures erected thereon and used in connection 
therewith, not including, however, any passenger or freight build- 
ing erected thereon."'' 

The taxes on the property included in II, and known as " second- 
class" railroad property, are assessed'' and collected by the 
State, but the entire amount is paid over to the local taxing 

a Gen. Stats. Ill, p. 3325, amended March 27, 1888. 

"Franchise" in New Jersey is explained under "Miscellaneous corporations," 
post, p. 43. 

The courts have held, in construing the act of 1884, that "corporate franchises are 
property and taxable as such." State Board of Assessors v. Central R. R. Co., 48 
N. J. Law, 146 (1886). 

And " the value of the franchise was ascertained by placing a value upon each rail- 
road and canal company as a whole; this value was roughly ascertained by taking 
the value of its bonds and certificates of indebtedness and adding to this value the 
market value of the stock; from this value was deducted the total of the assumed 
value of the real estate and tangible personal property. The result as ascertained 
represented the difference in value between the railroad or canal company as a whole 
and the combined value of the real estate and tangible personal property of the com- 
pany. The State Board of Assessors assumed that 60 per cent of this difference rep- 
resented the value of the franchises, and the railroad was thus assessed." Report of 
Commissioner on Taxation, 1905, pp. 102-103. 

* Laws 1906, chap. 122. 

What is the "main stem" under the act of 1888 is a question of fact. As between 
a line used mainly for passenger traffic and a line used mainly for freight traffic the 
former is the "main stem." Jersey City v. Board of Assessors, 73 N. J. Law, 164 

(1905). 

As between two lines of track used for freight traffic, the longer line, in the absence 
of other distinguishing characteristics, is the "main stem." Jersey City ■;;. Board of 
Assessors, 73 N. J. Law, 170 (1905). 

Merged railroads, operated under the corporation into which they are merged, nor- 
mally retain, for purposes of taxation, the same features, with regard to main stem and 
other property, as each line possessed at the time of the merger. A main stem must 
always exist in every railroad, and to tax property within the 100 feet of its roadbed, 
as other than main stem, it must be proved that it is not used for transportation of 
freight or passengers. Jersey City v. Board of Assessors, 74 N. J. Law, 720 (1907). 

" In the ascertainment of the value of second-class railroad property (under act of 
March 27, 1888) the State Board of Assessors is required to value such property at its 
market value. Additional value imparted to such property by its use under a rail- 
road franchise should not be included in such ascertaining. The supreme court said 
further: "The plain purpose was, to use a homely metaphor, that the franchise value 
should be ' skimmed off ' for the use of the State, and this of necessity implies that no 
element of such value shall be confused with the value of second-class property, and 
thus go to the uses of the taxing districts." Long Dock Co. v. State Board of 
Assessors; Morris and Essex R. Co. v. Same; Central R. R. of N. J. v. Same, 73 
Atlantic Reporter (1909). 
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districts, giving each the tax derived from such property situated 
therein." 

An act of 1888 *" defines the term "tangible personal property' 
as including the rolling stock, cars, locomotives, ferryboats, all 
machinery, tools, and other tangible personal property of any rail- 
road, and the floating, movable, and other tangible personal prop- 
erty of any canal company; also cars not belonging to the com- 
pany but built for its use and actually used by it in the State. 
Sleeping-car companies, however, are now taxed on gross receipts 
under the law of 1892. 

Railroad or canal companies make annual returns under oath, 
with statements, schedules or maps, showing the length and value 
of the "main stem" or waterway, and its length in each taxing 
district, with the character and value of all tangible personal 
property used by it for railroad or canal purposes. The return 
also shows (o) the amount of capital stock authorized and the 
number of shares into which it is divided; (b) amount of capital 
stock paid up; (c) the market value, and if no market value the 
actual value of the shares of stock; and (d) the total amount and 
details of all indebtedness. "^ The State Board of Assessors assesses 
all the property mentioned, including the franchises,'' and upon 
such valuation each company pays a tax to the State at the 
"average rate of taxation." 

From 1884 to 1906 railroad and canal companies paid a fixed 
rate of one-half of i per cent upon the valuation as the state tax, 
but the rate was changed in 1906^ to the "average rate of taxa- 
tion," upon Classes I, III, and IV, under which the amount of tax 

"Laws 190S, chap. 91. 

The supplement of 1905 to the act for the taxation of railroad and canal property 
(Laws 1905, chap. 91) does not violate the provision of the state constitution requir- 
ing property to be assessed for taxes under general laws, by uniform rules and accord- 
ing to its true value; nor the Fourteenth Amendment of the Federal Constitution. 
• Central Railroad Co. v. Board of Assessors, 74 N. J. Law, i (1905); Bergen and 
Dundee R. R. v. Board of Assessors, 74 N. J. Law, 742 (1907). 

b Gen. Stats. IIL P- 3325- 

c Laws 1906, chap. 82, sec. i. 

<2 " So far as is possible, our board, in its estimation of the value of the franchises 
of railroad and canal corporations, ascertains the market value of the stock and 
bonds of such corporations. In very many instances there are no quotable values 
of the stock and bonds of the subsidiary corporations, and in these cases we are com- 
pelled to simply approximate such figures as will, in the judgment of the board, repre- 
sent the value of such stock and bonds." (Letter from the secretary of the State 
Board of Assessors, dated October 5, 1909.) 

« Laws 1906, chap. 82, sustained by the court of errors and appeals in United 
N. J. R. and Canal Co. et al. v. Packer, Collector, 75 N. J. Law, 771 (1908). 
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assessed and the rate of taxation were more than trebled. The 
"average rate of taxation" is computed in accordance with the 
detailed method laid down in the statute." 

Shares of stock in corporations paying this tax are not taxed 
to the holder; '' but their bonds and other securities are taxable. 

In 1909 the legislature passed a joint resolution authorizing the 
governor to appoint three persons to make a revaluation of all 
railroad and canal property in the State, real and personal, includ- 
ing separately the franchises, and to make a complete inventory 
and appraisal of the true value thereof. " 

Other Public-Service Corporations. 

In 1900 public-utility corporations were segregated from 
"miscellaneous corporations" which pay the franchise tax on 
capital stock, and a tax upon gross receipts was imposed by the 
"municipal franchise act"'' for the taxation of all the property 
and franchises * of all persons or corporations (other than munici-. 
pal or those taxed as railroads and canals) which have the right 
to use or occupy the streets, highways, roads, lanes, or public 
places in the State, in lieu of all other franchise taxes. This tax, 
collected by and for the use of the local taxing districts, is in 
addition to the taxation of real and personal property under the 
general property tax law. 

The corporation returns to the State Board of Assessors a 
sworn statement showing the gross receipts of its business in New 
Jersey for the preceding year. Any corporation having part of 
its line in this and part in another State, or part on private prop- 
erty and part on public streets or highways, reports the gross 
receipts for transportation of the whole line, and the length of 
the whole line and of the part of the line in this State and along 
any public place or highway ; and the tax is upon such proportion 
of the gross receipts as the length of the line in the State along 
any public highway bears to that of the whole line./ The location 

<J Laws 1906, chap. 82, sec. 3. 

b Laws 1903, chap. 208, Art. 1, sec. 3, part 5. 

c Laws 1909, Joint resolution 3. 

^ Laws 1900, chap. 195, sec. 4. 

« See note on "franchise,'' p. 43. 

The act of 1900 for the taxation of franchises of persons or corporations using or 
occupying pubhc streets is constitutional. This tax is in the nature of a license tax, 
and not a tax upon property. The franchises subject to this tax are not subject to a 
property tax under the general tax act of 1903. North Jersey Street Ry. Co. v. 
Jersey City, 73 N. J. Law, 481 (1906). 

/ Laws 1900, chap. 195, sec. 4. 



NEW JERSEV. 4I 

in county and municipality, and the number of miles in each of 
track, pipe, sewer, or wires must be set out in the return. A tax 
of 2 per cent (except street railways since 1906) upon the annual 
gross receipts so determined is assessed in lieu of all other franchise 
taxes to such corporation."^ 

In 1906 an act was passed for the taxation of street-railroad 
corporations * conforming to the law of 1 900 in all respects except 
in the rate. The rate was made for the year 1 906 , 2 X per cent upon 
such gross receipts; for 1907, 3 per cent; for 1908, 3>^ per cent; 
for 1909, 4 per cent; for 1910, 4X per cent; for 1911 and annually 
thereafter, 5 per cent.'' 

The State Board of Assessors annually apportions the tax 
described in this section to the various taxing districts in propor- 
tion to the value of the property located in or under the streets 
and highways of the district, and the tax is certified to the districts 
where collected, and is used as are other local taxes. The board 
has the power to inquire into, equalize, and revise the valuation of 
the local assessors, so as to secure a uniform basis of valuation 
throughout the various taxing districts.'' 

The State relinquished its right to assess the railroad tax of 1884, 
above described, against corporations covered in this section.* 

Shares of stock in corporations paying this tax are not taxed 
to the holder,/ but their bonds and other securities are taxable. 

Miscellaneous Corporations — Tax on Par Value of Capital Stock. 

What are termed " miscellaneous corporations," being all domes- 
tic corporations other than those subject to the payment of a state 
tax assessed upon the basis of gross receipts, make an annual 
return to the State Board of Assessors, stating the amount of 
capital stock issued and outstanding on the preceding first of 
January. A failure to so report will cause the assessment to be 
made upon the full authorized capital stock of such corporation, 

o Laws 1900, chap. 195, sec. 5, and sec. 8, as amended, Laws 1902, chap. 149. 

6 Laws 1906, chap. 290. 

<=Laws 1906, chap. 290, sec. 5. 

(i Laws 1900, chap. 195, sees. 2, 3, and sec. 6, as amended, Laws 1903, chap. 142. 

e "Based upon the last previous assessment levied against these corporations (that 
for the year 1900), the loss to the treasury of the State by reason of the operation of 
chapter 195, Laws of 1900, is approximately $101,000, a loss that is more than com- 
pensated for by knowledge of the fact that a much greater sum is distributed among 
the taxing districts of the State." Municipal Franchise Tax Report of State Board of 
Assessors, 1901, pp. 14-15. The amounts assessed under this act were in 1906, 
$520,468.35; in 1907, $626,212.86; in 1908, $738,714.04; and in 1909, $824,273.29. 

/Laws 1903, chap. 208, Art. 1, sec. 3, part 5. 
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instead of on that issued. This being the most general and impor- 
tant provision for corporate taxation, it is given in full: 

"All corporations * * * shall pay an annual license fee or 
franchise tax of one-tenth of one per centum on all amounts of 
capital stock issued and outstanding up to and including the 
sum of three million dollars; on all sums of capital stock issued 
and outstanding in excess of three million dollars and not exceeding 
five million dollars, an annual license fee or franchise tax of one- 
twentieth of one per centum, and the further sum of fifty dollars 
per annum per one million dollars, or any part thereof, on all 
amounts of capital stock issued and outstanding in excess of five 
million dollars; and any shares of stock either fully paid or par- 
tially paid in cash or by property purchased whether issued or 
otherwise shall be deemed to be shares of stock issued and out- 
standing until such shares or any substitute therefor shall have been 
retired and actually canceled." " 

This act does not apply to railroad, canal, or banking corpora- 
tions, or to savings banks or to corporations not conducted for 
profit, or to manufacturing or mining corporations of whose capital 
stock outstanding, at least 50 per cent, is invested in mining or 
manufacturing carried on within this State. * 

a Laws 1906, chap. 19. For details see "Financial Results," pp. 46-48. 

b Laws 1906, chap. 19. 

The amount of the capital stock actually issued and outstanding forms the basis 
for the computation of the franchise tax. If the company has accepted subscriptions 
for stock it is considered as issued, for the purpose of taxation, even though not paid 
for. American Pig Iron Storage Co. v. vState Board, 56 N J. Law, 389 (1894). 

What the company actually does, not what it is authorized to do, determines 
whether it is engaged in manufacturing in this State. Courts will give the word 
"manufacturing" its popular meaning. Where a company prosecutes the business 
of book and job printing, and it manufactures on orders only, it is a manufacturing 
company, but printing and publishing a newspaper is not manufacturing. State, 
Evening Journal Association, Prosecutor, v. State Board, 47 N. J. Law, 36 (1885); 
Press Printing Co. v. State Board of Assessors, 51 N. J. Law, 75 (1888). 

The fact that a company has ceased to do business and to use its franchise, even 
though compelled so to do by the decree of the court, does not relieve it from the 
duty to pay the franchise tax. To escape from taxation, it must dissolve in the 
manner prescribed by law. State, Edison Phonograph Co., Prosecutor, v. State Board, 
55 N. J. Law, 55 (1892); Re Electric-Pneumatic Transit Co., 51 N. J. Eq. 71 (1893). 

The liability of the company for the franchise tax continues during its life, even after 
the appointment of a receiver. Kirkpatrick v. State Board, 57 N. J. Law, 53 (1894). 

Stock once issued is and remains outstanding, within the purview of the franchise 
ta-x act, although owned by the corporation issuing the same, until retired and can- 
celed as provided by statute for the reduction of capital stock. Knickerbocker 
Importation Co. v. Board of Assessors, 74 N. J. Law, 583 (1906). 

A corporation whose sole asset is a contract with a second corporation for the manu- 
facture and sale of machinery and division of profits, the second having control of the 
business and the risks of manufacture, is not entitled to exemption as having" 50 per 
cent of its capital stock invested in manufacturing carried on within this State. 
Buffalo Refrigerating Machine Co. v. Assessors, 72 N. J. Law, 127 (1905). 
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The annual return to the State Board of Assessors by the com- 
pany '^ sets out the amount of capital stock authorized ; into how 
many shares it is divided; how many shares are fully paid, either 
in cash or by property purchased ; how many shares are partially 
paid; the amount of capital stock issued; and the nature of the 
business of the corporation. Also, whether the corporation is 
engaged in manufacturing or mining; and, if so, where; the total 
amount of capital stock invested in manufacturing or mining, 
and to what extent in New Jersey; and, finally, the local assessed 
valuation for the previous year of the corporation's real and per- 
sonal estate used in manufacturing or mining in New Jersey. ^ 

These last questions are asked because, under the law of 1906,' if 
any manufacturing or mining company carrying on business in 
the State has less than 50 per cent of its stock invested in business 
in the State, the company pays the capital-stock tax, but in the 
computation of such tax deduction is made from the capital stock 
of the assessed value of real and personal property used in the 
State."* 

The "franchise tax" on "miscellaneous corporations" is a 
"license fee" exacted for the benefit of the State from a cor- 
poration for the use and employment of its corporate rights and 
privileges. It is in no sense a property tax, as the ascertainment 
of the true value of a franchise is not a preliminary to taxation, 
nor does it determine the license fee to be paid, the basis for such 
fee being made arbitrarily by the legislature." 

a Gen. Stats. Ill, p. 3337; act of March 17, 1892, sec. 2. 

b Blank Report, issued by State Board of Assessors, 1908. 

c See note b on page 42. 

^ Laws 1906, chap. 19. 

« The yearly tax levied upon miscellaneous corporations is a franchise tax, imposed 
as a charge for the privilege of being a corporation, or of exercising corporate powers. 
Singer Mfg. Co. v. Heppenheimer, 54 N. J. Law, 439 (1892). 

The franchise tax or license fee which corporations are required to pay under the 
act of 1884, is a tax or fee which the State exacts as a condition to the grant of a 
corporate franchise and is not a property tax. Cable Co. v. Attorney-General, 46 N. J. 
Eq. 270 (1889). 

Mere corporate franchises are not taxable under the general tax law. Passaic 
Water Co. v. Paterson, 56 N. J. Law, 471 (1894). 

By the act of 1884 the legislature has declared the condition upon which depends 
the enjoyment of franchise, namely, the payment of an annual tax or charge or 
impost by way of license. In this connection, the meaning of the phrase " by way of" 
becomes important. It may be taken to mean " as for the purpose of," " in character 
of," "as being." To paraphrase the section, "Every corporation designated in the 
act shall have and use and enjoy its corporate franchises, heretofore granted, upon the 
payment for the benefit of the State, of a license fee, exacted for such use and enjoy- 
ment." A reference to the seventh section of the act of 1884 makes this construction 
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Shares in corporations paying this tax are not taxed to the 
holder, but their bonds and other securities are so taxable. 

Special Classes. 

A few corporations — numbering only ii in 1909 — though 
included under the heading "miscellaneous corporations," are 
not taxed on capital stock. They are not taxed like public-utility 
corporations (see p. 40), but are reached under a supplement of 
1892 to the act of 1884." 

These 1 1 included 5 express companies not owned by a railroad 
company (2 per cent upon the gross receipts from business done 
in the State) ; i parlor, palace, or sleeping car company (2 per 
cent upon the gross receipts from business done in the State) ; i 
gas and electric light company (one-half of i per cent upon the 
gross receipts from business done in the State, and 5 per cent upon 
dividends paid in excess of 4 per cent) , and 4 life-insurance com- 
panies incorporated in New Jersey (i per cent upon the amount 
of surplus on the preceding 31st of December, and also thirty-five 
one-hundredths of i per cent upon the total gross insurance pre- 
miums collected during the preceding year). 

The shares of stock of these special corporations are not taxable 
to the holders, but their other securities are so taxable. 

Foreign Corporations. 

Under the general tax law of 1903, foreign corporations, other 
than insurance companies, doing business in New Jersey, are taxed 
in and for the benefit of the local taxing districts, upon the amount 

certain. By that is provided a penalty — a punishment — for the failure or refusal of 
the corporation to pay this "tax" so-called, license fee in reality. Jersey City Gas 
Light Co. V. United Gas Improvement Co., 46 Fed. Rep. 264 (1891). 

The New Jersey courts had previously taken the same ground. For example: 
" The law in question imposes a tax on certain corporations by way of a license for 
exercising corporate franchises." Cable Co. v. Attorney-General, 46 N. J. Eq. 270 
(1889). "The tax imposed by the statute is a license fee to exerci.se corporate fran- 
chises." Press Printing Co. v. State Board of Assessors, 51 N. J. Law, 75 (1888). 

"There is some confusion of thought and expression in reference to the taxation of 
corporate franchises. There are two kinds — the first is, the right to exist in corporate 
form, without reference to the powers that under such form the corporation may 
exercise, such as miscellaneous corporations taxed by way of license fees; the second, 
the franchises that are taxed as property, is the privilege enjoyed by the corporation 
exercising certain powers derived from the State, such as the right to take land by con- 
demnation, to charge tolls and the like, under the railroad and canal franchises." 
(Report of Commission on Assessment and Taxation, 1905, p. 161.) 

a Gen. Stats. Ill, pp. 3337-3338, as supplemented March 17, 1892, sec. 4. The tax 
on these companies is termed "an annual license fee or franchise tax," and in 1909, 
while the four insurance companies paid the State a little over $439,000, the seven 
others paid about $5,250 in taxes, out of a total of over $3,238,000 assessed against 
"miscellaneous corporations." 
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of capital usually employed in the State and not otherwise taxed 
on real and personal property." 

III. FINANCIAL RESULTS. 
Classification of Revenue. 

The proportion of total state taxes for state purposes derived 
from corporations for 1909 was 92 per cent. 

ToTAi^ State Receipts, Taxes from Corpor.'\tions, Other Taxes, and Receipts 

PROM Sources Other than Taxes, Year ended October 31, 1909. !> 
Total state receipts, all sources $s, 637, 221. 57 

Special taxes on corporations: 

Railroads, for igog ;J3, 386, 503. 71 

Railroads, previous to 1909 369, 517. 73 

Capital stock tax, 1909 c 2, 349, 182. 29 

Capital stock tax, previous to 1909 272, 755. 45 

Bank and insurance fees 218, 623. 32 

Corporation fees 183, 954. 25 

Total state taxes from corporations 6, 780, 536. 75 

Other taxes: 

Inheritances 569, 449. 67 

Total taxes for state purposes, all sources 7, 349, 986. 42 

Receipts from sources other than taxes: 

Interest and dividends 103, 039. 77 

Clerk's fees. Supreme Court 69, 483. 50 

Clerk's fees, Court of Chancery 44, 336. 23 

Judicial fees 27, 475. 81 

State prison receipts 105, 469. 20 

Repayment on school loan 175, 000. 00 

Miscellaneous receipts <* 762, 430. 64 

Total receipts from sources other than taxes i, 287, 235. 15 

Total state receipts, all sources 8, 637, 221. 57 

" Laws 1903, chap. 208, Art. Ill, sec. 16. 

In 1904 an act was passed for the licensing and taxation of foreign corporations, 
imposing' a tax of 5 per cent upon the gross receipts from business done in the State; 
but the State Board of Assessors that same year recommended the repeal of the law 
upon these grounds: That the net results of the act had not met the expectations of 
its framers; that 5 per cent upon the gross receipts was an excessive tax, as many 
corporations transact business upon a margin of profit not exceeding 5 per cent; and, 
finally, that the act would probably cause other States to enact retaliatory legislation 
against New Jersey corporations. In 1905 the act was repealed in toto, leaving for- 
eign corporations, as such, to be taxed under the general property tax law for local 
■purposes. 

The state courts have held that a State can not tax a foreign corporation on a prin- 
ciple different from that in which it can tax one of the domestic corporations. Erie 
Ry. Co. V. State, 31 N. J. Law, 531 (1864). 

b Report of State Treasurer, 1909, p. 17. 

cThis tax is collected from miscellaneous corporations largely from other States, 
but incorporated under the laws of New Jersey. 

<2 $11,257. 1 1 of this amount were fees collected for filing reports and recording 
certificates and amendments. 
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Proportion of Revenue from Corporations. 

Since 1 884 there has been no tax for purely state purposes levied 
on the real and personal property of individuals in New Jersey, 
unless the school tax may be so considered, and this last, as here- 
after noted, will be largely paid in the future by the railroads. 

In 1909 the total tax receipts of the state treasurer were 
$7,349,986.42, of which sum the corporations paid about eleven:^ 
twelfths. This amount subtracted from $8,637,221.57, the total, 
receipts of the state treasurer for 1909, leaves $1,287,235.15 de- 
rived from interest on bonds and deposits, fees and fines collected 
by the courts and various state boards and commissions, and re- 
ceipts from state institutions. 

Revenue from Various Classes of Corporations. 

(a) The 1 1 ,022 " miscellaneous " corporations taxed upon capital 
stock were assessed for $3,238,083.46 in taxes for 1909. Of that 
sum the state treasurer collected during the year $2,349,182.29 
and also $272,755.45 of taxes unpaid in previous years, to which 
may be added $183,954.25 for corporation fees paid to the secre- 
tary of state, making a total of $2,805,891.99 collected in 1909 
from this class of corporations, and being a net increase of 
$209,255.82 over the aggregate of $2,596,666.17 collected in 1908 
from the same source. 

The following table gives a summary and comparative statement 
of the assessments levied upon miscellaneous corporations for the 
years 1884 to 1909, inclusive: 

Tax Assessments upon Miscew-aneous Corporations," 1884 to 1909. 



Number 
of cor- 
porations 
assessed. 



Amount of tax 
assessed. 



Increase 
in number 
of corpora- 
tions as- 
sessed. 



Increase 
(-t-) or de- 
crease (— ) 
in amount 
of tax 

assessed. 



1884. 
1885. 
1886. 
1887. 



1890 . 
1891 . 



1893- • . 
1894- . ■ 

1895. . . 

1896. . . 



619 
797 
917 
I. 132 
1.457 
,,698 
«. 103 
2.377 

3. 149 
3.889 
4.283 

4, 45° 
4.593 



Sl9S. '73-51 

235. 769-40 

244.035-81 

287, 702. 13 

360, 197-59 

438,893.42 

574,048- 16 

629, 659, 62 

788,486-86 

973. 417- 19 

I. 077, 066- 39 

1,092, 744-59 

i, 060, 056. 52 



178 
120 
21S 
325 
241 
40s 
274 
772 
740 
394 
167 
143 



+$40, 
+ 8, 
+ 43, 
-I- 72. 
-I- 78. 
H-I3S. 
+ 55. 
+ 158, 
-I-184, 
-)-l03. 
+ IS. 
- 32, 



495-89 
266-41 
666.32 
49S-46 
695.83 
154-74 
6TI-46 
827. 24 
930-33 
649- 20 
678.20 
688.07 



a Report of State Board of Assessors, 1909, part 2, p. 6. 
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Tax Assessments upon Miscellaneous Corporations, 1884 to 1909 — Continued. 



1897 
189S 
1899 
1900 
1 90 1 
1902 
1903 
1904 
190S 
1906 
1907 
1908 
1909 



Number 
of cor- 
porations 
assessed. 



4. 777 
S.i88 
S- 469 

6, 602 

7. 294 
8.567 
9. 449 

IO.OI3 
10. 06s 
10. 230 
10.307 
10. 821 
II. 022 



Amount of tax 
assessed. 



Increase 
in number 
of corpora- 
tions as- 
sessed. 



SI.07S 
i. 197 
1.332 

z, 048 

2.3IS 
2,878 
3.380 
3.663 

3.60s 
3.5IS 

3.3S6 
3. 267 
3.238 



278.52 
030.54 
635.95 
008. 03 
59278 
073. II 
439-87 
589.96 
473.52 
878.00 
638.25 
3SO. 14 
083. 46 



184 
411 
281 

. 133 
692 

. 273 
882 
564 
52 
165 
77 
S14 
201 



Increase 
( + ) or de- 
crease ( — ) 
in amount 
of tax 

assessed. 



+$IS. 

-i-I2I. 
+ 135. 
+ 7IS. 
-t-267, 
-1-562. 
-1-502, 
-1-283, 

- 58, 

- 89, 
-159. 

- 89, 

- 29, 



2 2 2. 00 
752.02 
605.41 
372.08 
584.75 
480.33 
366. 76 
150.09 
116.44 

595-52 
239- 75 
288. II 
266.68 



The small increases in the number of corporations assessed do 
not show the actual number of new ones, as since 1891, in which 
year the law was passed, the governor has each year declared 
forfeited several hundred charters of companies which had failed 
to pay their taxes for two years. In 1906 there were 1,407; in 
1907, 1,623; in 1908, 1,172; and in 1909, 1,189 charters thus pro- 
claimed void. 

(b) The taxes upon the gross receipts of public-utility corpora- 
tions were assessed by the State in 1909 for $824,273.29, but these 
were apportioned to and collected by the local taxing districts for 
their own use. This was an increase of $85,559.25 over the sum 
assessed for 1908. 

(c) In the case of railroads and canals, the taxes upon the 
"main stem, including franchise and tangible personal property," 
go to the State, and those upon "second-class property" to the 
local taxing districts. 

In 1906 and 1907 the second-class property was assessed by the 
local assessors under a law passed in 1906, but this was declared 
unconstitutional,'^ and an act of 1908 ordered the State Board of 
Assessors to make the assessments for those years. In 1909 the 
state board levied a tax of $1,324,992.01, at full local rates, upon 
second-class property and apportioned it to the local districts. 

Previous to 1906 there was a fixed rate of taxation of one-half 
of I per cent upon the main stem, franchise, and tangible property, 
but in 1906 an " average tax rate " was computed, making the rate 



o United N. J. R. and Canal Co. et al.v. Packer, Collector, 75 N. J. Law, 771 (1908). 
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1.801 in 1906, 1.627 in 1907, 1.681 in 1908, and 1.808 in 1909. 
While this increased the amount of tax very greatly, chapter 146, 
Laws of 1906, provided that of the state tax all in excess of a sum 
equal to one-half of i per cent should be devoted to the support of 
the public schools, thus giving the State no more than the natural 
increase of the tax. 

Comparison of Assessments op Railroads.^ 



Year. 


Valuation. 


Tax. 


Year. 


Valuation. 


Tax. 


I9°5 

1906 

1907 


$190, 198, 243-00 

194. 532, 469. 00 
200, 045, 173. 00 


$950,991- 21 
3. 503.529- 70 
3.254. 734.96 


1908 

1909 


$272. 279,990.00 
279. 059, 611.00 


fo. 394. 350. 79 
3. 725. 103.14 



oReports of State Board of Assessors, 1906-1909, part i. 

Additional Details as to "Miscellaneous Corporations." 

The gross amount of the " franchise tax " has been large, exceed- 
ing $3,500,000 in each of several years. The sum assessed in 1909 
was $3,238,083.46 upon 11,022 corporations with a total capital 
stock of $7,943,297,667, giving an average tax of $293.78. A 
number of companies pay small sums, some as low as $1, so that 
the assessments vary from a minimum of $1 to a maximum of over 
$47,000. The tax upon a capitalization of $25,000,000 is $5,000, 
and 66 companies, for example, are assessed for $5,000 or more, 
with a total of $472,349.49. 

IV. COMMENTS. 

General Corporation Tax. 

Other States have copied New Jersey in whole or in part, both 
in methods and results, in the taxation of corporations. The tax 
on "miscellaneous corporations" is to a very large extent col- 
lected from industries conducted outside the State, New Jersey 
having gone into the business of creating corporations for revenue 
purposes. 

Historical. 

In making corporations an important source of revenue, the law 
for graded fees for filing incorporation certificates was passed in 
1883 and amended in 1893, and in 1884 the annual tax on capital 
stock was enacted, each of these provisions producing large 
revenue. 

In the infancy of railroad corporations the amount of state tax 
was small, being one-half of i per cent on the cost of the roads, 
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with no assessment for local taxes; and many roads had special 
provisions in their charters imposing very low rates of taxation. 
The companies extended their operations and acquired valuable 
property, and in 1872 an act was passed to harmonize the charters 
and equalize the taxation, and in 1873 the law fixed a rate of one- 
half of I per cent upon the cost. In 1876 true value was substi- 
tuted for cost, to conform to the new constitution of 1875, and 
under the acts of 1873 and 1876 the state and local taxes were 
assessed until the law of 1884 established the present system." 

Not only has the New Jersey system of taxing corporations 
raised a revenue for state expenses without levying any state 
property tax since 1884, but in each year since 1906 a sum exceed- 
ing $2,500,000 toward the support of the public schools has been 
paid by the railroads. The revenue derived from the taxes on 
public-utility companies and on the "second-class" property of 
the railroads is apportioned to the local taxing districts, and these 
collect also the general property tax on the corporate real and 
personal property within their boundaries. 

Central Administration. 

The Tax Commission of 1905 stated that the average assessment, 
compared with the true value of real property, in the 21 counties 
of New Jersey was but 56 per cent, varying from 48 to 80 per 
cent in the different counties. There are about 479 local taxing 
districts in the State, and under the system of taxing corporations 
there has been a steady trend toward centralization of adminis- 
tration. 

All matters for revision and correction of the work of the local 
assessors come before the county boards of taxation, created in 
1906. The State Board of Equalization, substituted in 1905 for 
the State Board of Taxation, has power to revise the action of the 
assessors and of all other boards of tax revision. 

The State Board of Assessors, created in 1884, has control of 
the state taxation of corporations. As corporations are assessed 
by the State Board of Assessors, the basis of valuation is more 
nearly even throughout the State than it could be under any sys- 
tem of local assessment. The methods of collecting are simple 
and effective and comparatively inexpensive. As the law of 1884 
and many of the important amendments have been contested by 
the corporations, the tax laws have been construed by the highest 
courts of the State, so that both the State and the corporations 
now understand their respective rights. 

"State Board of Assessors v. Central Railroad Co., 48 N. J. Law, 146 (1886). 
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Omitted Classes. 

The Report of the State Board of Taxation for 1902 stated that 
"steamboat, vessel, and boat property is not generally taxed in 
New Jersey. This is from an idea of the assessors that it is 
exempt, or that its taxation is prohibited by the interstate laws 
of Congress. This is an erroneous impression. * * * There 
are over 2,500 vessels registered at the customs ports in New Jersey. 
This does not include yachts, lighters, or boats under five tons 
net."'^ This omission probably affects local taxation rather than 
that of corporations. 

Features Peculiar to the State. 

The assessment by the state board does away with the inequali- 
ties of local assessments, and the rate of taxation is fixed by the 
same authority. From 1884 until 1906 the railroads paid a flat 
rate of one-half of i per cent, which in time made a decided ine- 
quality between their rate and that of citizens owning adjacent or 
similar property, but in 1906 the railroads were required to pay 
at the "average rate of taxation," which nearly quadrupled the 
amount of their taxes and did away with this inequality. 

The complex system of railroad taxes, based in the main on 
property, but dividing the property into four classes, some of 
which are taxed for the State and others for the local districts, 
appears to be peculiar to New Jersey. 

Collateral Inheritance Tax as Affecting Corporations. 

The 1894 act to tax collateral inheritances, as amended in 1906,* 
imposes a tax upon the transfer of any property, real or personal, 
of the value of $500 or over, or of any interest therein or income 
therefrom, when the transfer is by will or under the intestate 
laws to collateral heirs or legatees, or to corporations, excepting 
rehgious and charitable organizations. The rate of tax is fixed at 
5 per cent upon the clear market value of the property. 

Under this law the tax is collected on the transfer of stock in 
every New Jersey corporation when descending to collateral heirs 
or legatees. It has been pointed out that this comparatively 
recent legislation will have an important effect on the value of 
stock in New Jersey corporations. 

oAt p. 31 of said report. &Laws 1906, chap. 228. 
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Bibliography. 

The following is a list of the more important publications, in 
addition to the constitution, the statutes, and court reports, of 
value in the study of corporate taxation in New Jersey : 

Reports of State Board of Assessors, 1905, 1906, 1907, 1908, 
1909. 

Reports of State Treasurer, 1907, 1908, 1909. 

Reports of Tax Commissions of 1867, 1879, 1882, 1890, 1897, 
1905- 

Note. — The reports of the first four tax commissions are out of print, but are 
included in the bound legislative documents of New Jersey. 
40084—10 5 



PENNSYLVANIA. 

I. GENERAL VIEW. 
Chief Features. 

First. State taxes on "capital stock" (practically net assets), 
on corporate bonds, loans, etc., and on gross receipts, for state pur- 
poses. There is an almost complete separation of local and state 
taxation. 

Second. A tax on real estate and certain personal property of 
corporations, both domestic and foreign, collected locally, for local 
purposes. 

Property Tax. 

Real estate and certain personal property of domestic and for- 
eign corporations (other than that essential to the exercise of the 
corporate franchises of public-service corporations) are taxable for 
local purposes like the property of individuals. Public-service 
corporations are taxable for local purposes in like manner on prop- 
erty not used in the corporate business. The exemption of public- 
service corporations referred to, however, does not extend to 
certain special locally imposed taxes. 

"Capital-Stock Tax." 

Domestic and foreign corporations (except manufacturing, finan- 
cial, and certain others) pay to the State for state purposes an 
annual tax of 5 mills upon each dollar of the actual value of the 
" capital stock "'* employed in business within the State. 

Tax on Gross Receipts of Transportation, Transmission, and Electric- 
Light Companies. 

In addition to the local property tax and the state taxes on 
capital stock and corporate loans, every freight and passenger 
transportation, oil pipe line, telegraph, telephone, express, and 
electric-light company is subject to an annual state tax of eight- 
tenths of I per cent on gross receipts. 

a The meaning of the term " capital stock'' as used here may be stated in general to 
be the property and assets of the company, less indebtedness. See note d, p. 56. 

52 
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Tax on Corporate Loans. 

Corporations, domestic and foreign, pay to the State an annual 
tax of 4 mills per dollar on the face value of all their " scrip, bonds, 
or certificates of indebtedness, ' ' except on bonds not owned in Penn- 
sylvania. This tax is, in theory, deducted by the company from the 
interest on the obligation, and paid to the State. In practice, 
however, it is usually borne by the corporation. It is not imposed 
on obligations owned by corporations paying the capital-stock tax, 
upon those held by banks or charitable institutions, or upon certain 
other obligations." 

Stockholders and Bondholders. 

Shares in corporations liable to the tax on capital stock and in 
corporations expressly exempt therefrom (principally manufactur- 
ing companies) are not taxed to the holders. Bonds of domestic 
corporations are, in theory, taxed to resident holders by the "cor- 
porate-loan tax," but the tax is paid by the company (see preced- 
ing paragraph). Bonds of foreign corporations are taxed to the 
holders. Foreign-held bonds are not taxed in Pennsylvania. 

Foreign Corporations. 

Foreign corporations doing business or having property in the 
State are subject to taxation, for both state and local purposes, like 
domestic corporations. 

Administration. * 

State taxes are assessed and levied by the auditor-general and 
approved by the state treasurer. Some state taxes are payable 
directly into the state treasury and others are collected by the 
local taxing authorities and by them paid into the state treasury. 

Local taxes are assessed and collected by local authorities. 

o See pp. 59, 60. 

* Sources of revenue in Pennsylvania: 

Municipal and local districts. — (a) Tax on real estate and certain personal property ; 
(6) one-half of 2 per cent tax on premiums of foreign fire insurance companies; (c) 
business taxes and licenses; 'd) poll tax; (e) fines and fees. 

County. — (a) Tax on real estate and certain personal property , it) three-fourths 
of special personal-property tax ; (c) bonus of Erie Railroad Company; (d) business 
taxes and licenses; (e) fines and fees. 

State. — a) One-fourth of special personal-property tax ; b) collateral inheritance 
tax; (c) corporation taxes; d) business taxes and licenses ; (e) fines and fees. 
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II. DETAILS AS TO THE CONSTITUTION AND THE 
STATUTES. 

Constitution. 

It is provided in the constitution that "the power to tax corpo- 
rations and corporate property shall not be surrendered or sus- 
pended by any contract or grant to which the State shall be a 
party;"" that all taxes shall be imposed by general laws, and shall 
be uniform upon the same class of subjects;'' that no street railway 
shall be constructed within the limits of any city, borough, or 
township without the consent of its local authorities. " Under this 
latter constitutional right, some localities impose a yearly tax as a 
consideration for the franchise rights. 

Statutes. 

locai, taxation. 
Property Tax. 

Corporations, other than public-service, are taxed locally for 
local purposes upon their real estate and certain personal property, 
in the same manner as individuals ; public-service corporations are 
taxable on so much of their property as is not essential to the 
exercise of their corporate franchises. 

"Just what personal property is subject to taxes for county or 
local purposes is sometimes difficult to determine."'' Except 
horses and cattle, there is now practically no personal property 
which is taxable locally. The law originally imposed a local 
tax on mortgages, bills and accounts receivable, judgments, and 
shares of stock.' From time to time, laws exempting part of the 
property enumerated from local taxation have been passed. The 
most important exemptions are bonds of domestic railroad com- 
panies, ^ shares of corporations paying the state tax on capital 
stock,» and mortgages, judgments, recognizances, and moneys 
owing upon agreements for the sale of real estate, except those 
given by corporations.'' 

a Constitution, Art. IX, sec. 3. 

6 Constitution, Art. IX, sec. i. 

c Constitution, Art. XVII, sec. 9. 

<* "Taxation of Corporations, etc., in Pennsylvania," by John F. Whitworth, p. 265. 

« Act of 1844, P. ly. 486, sec. 32. 

/ Act of May i, 1854, P. h. 535. 

g Act of Jan. 3, 1868, P. L. 1318. 

ft Act of 1868, P. L. 61. 
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Exemption of Public-Service Corporations. 

Public-service corporations, domestic and foreign, are exempt 
from local taxation on so much of their property, real and personal, 
as is essential to the exercise of their corporate franchises (except 
in Philadelphia and Pittsburg) , but this exemption does not seem 
to extend to assessments for municipal improvements." 

It is interesting to note that there is no statute granting to 
public-service corporations the exemption above mentioned. The 
law seems to have developed entirely from judicial decisions. * 

While the exemption of property of public-service corporations 
applies to the property tax, it does not apply to the special taxes by 
cities and boroughs, many of which impose such taxes under rights 
given by the constitution and statutes. 

In Philadelphia, the law provides that "the offices, depots, car 
houses and other real property of railway corporations situate in 
said city, the superstructure of the road and water stations alone 
excepted, shall be subject to taxation by ordinance for city pur- 
poses,"' and in Pittsburg all real estate of any railroad company is 
subject to taxation for city purposes."^ 

"■ A claim for sewer was filed against land of the defendant, a railroad company. 
The main track of the company entered the tract and by numerous branches and 
switches led to the wharves where coal and iron are loaded and unloaded from and 
into cars. A greater portion, though not all, of the lot in question is traversed by 
these tracks: Held, (i) That the construction of laws regulating the ordinary annual 
taxation of property would not exempt such lot as a whole from taxation; (2) that 
having regard for the principle or reason upon which this construction is based, and 
to it alone, it does not apply to a statute authorizing municipal assessments for local 
improvements which are imposed and collected as an equivalent for benefits received. 
Land of a railroad company may be liable to such assessment, although it might not 
be to ordinary annual taxation. Philadelphia v. Phila. & R. R. R. Co., i Pa. Superior 
Ct. Rep. 236 (1896). See also Phila. v. North Pa. R. R. Co., 16 Pa. C. C. 620 (1895). 

b The beginning was in the case of Piper et al. x». Singer, 4 Serg. & Rawle, 354 (18 18). 
While this case is not directly in point, it is cited to show how exemptions are created 
by judicial construction. 

The first case directly in point is Schuylkill Bridge Co. v. Frailey, 13 Serg. & Rawle, 
422(1825). TheleadingcaseisLehighCoalandNavigationCo. 7). Northampton County, 
8 Watts & Serg. 334 (1845). See also Ry. Co. v. Berks County, 6 Pa. 70 (1847); 
Schuylkill Navigation Co. u. Com. Berks County, 11 Pa. 202 (1849); Com. of Wayne 
CountyzJ. Del. and Hudson Canal Co., i5Pa.35i (1850); N. Y. and ErieCo. -D.Sabin, 26 
Pa. 242 (1856); West Chester Gas Co. v. Chester County, 30 Pa. 232 (1858); Carbon 
Iron Co. V. Carbon County, 39 Pa. 251 (1861); Lackawanna Iron and Coal Co v. 
County of Luzerne, 42 Pa. 424 (1862). 

c Act of Apr. 21, 1858, P. L. 385. 

d Act of Jan. 4, 1859, P. L. 828, sec. 3. 
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Bonus of Erie Railroad Company, 

The New York and Lake Brie Railroad Company, now the Erie 
Railroad Company, was authorized "- to extend a portion of its line 
through certain counties in Pennsylvania, and for this privilege was 
required to pay the state $10,000 annually. An act of 1899,* 
provided that this amount should be distributed proportionately 
between the counties through which the line of the Erie Railroad 
Company passes. While general in terms, the act applies only 
to this particular case. 

Licenses. 

In addition, special taxes and licenses are imposed by certain 
localities upon public-service corporations and upon some mercan- 
tile pursuits. Corporations following such pursuits are liable in the 
same manner as individuals. 

Stockholders and Bondholders. 

Stocks and bonds are not taxed under the local property tax. 
But see note a, page 62. 

Foreign Corporations. 

Foreign corporations are taxable locally on property situate in 
this State like domestic corporations. 

STATE TAXATION. 

Of the taxes imposed exclusively for state revenue, it is neces- 
sary for present purposes to consider only three, namely, the 
"capital-stock tax," the "tax on corporate loans," and the "gross- 
receipts tax on transportation, transmission, and electric-light 
companies." 

"Capital-Stock Tax." " 

This is the important corporation tax of Pennsylvania. The 
meaning of the term " capital stock " as used herein may be stated 
to be in gener9,l the assets of the company less indebtedness. A 
tax at the rate of 5 mills upon each dollar of the actual value ^ of 

« Act of Mar. 26, 1846, P. L. 179. 

6 Act of May 11, 1899, P. L. 289. 

c Act of June i, 1889, P. L. 420; act of June 8, 1891, P. L. 229; act of June 8, 1893, 
P. L. 353; act of June 7, 1907, P. L. 430. 

<* As a. general rule, it may be said that the tax on capital stock is a tax on the 
property and assets of the company in the State. The measure of the actual value 
is a question of fact which is determined in each particular case by considering the 
value of the corporation's property and assets of every kind, including its real and 
personal property, bonds, and mortgages owned by it, and moneys at interest, its 
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the "capital stock" employed within the State is imposed for 
state purposes upon all domestic and foreign corporations," with 
the following exceptions : 

(i) Banks, savings institutions, and foreign insurance com- 
panies. 

(2) Manufacturing companies (except companies engaged in 
brewing or distilling spirits or malt liquors, and such as enjoy 
and exercise the right of eminent domain) are exempt in so far as 
their capital stock is employed in manufacturing within the State.* 

(3) Bourse or exchange hall companies, except when dividends 
are declared."^ 

Railroad companies whose lines are partly within and partly 
without the State are taxed on their "capital stock" (assets) in 
the proportion which the miles of their main track in Pennsyl- 
vania bears to their total mileage."* Palace -car companies, 
domestic and foreign, are taxable upon their "capital stock" in 
the proportion which the number of miles traveled by their cars 
in Pennsylvania bears to the total number of miles traveled by 
all their cars." 

franchises and privileges, its earning capacity, the selling price of the stock, and the 
future prospects of the corporation. The amount of indebtedness and incumbrance 
upon the corporate property must also be considered. Commonwealth v. Allegheny 
Heating Co., 2 Daup. C. R. 91 (1897); Commonwealth -v. Edgerton Coal Co., 164 Pa. 
284 (1894); Commonwealth v. Sharon Coal Co., 3 Daup. C. R. 243 (1893); Common- 
wealth V. Jamestown and Franklin R. R. Co., 3 Daup. C. R. 255 (1893); Common- 
wealth V. John W. Haney Co., Ltd., i Daup. C. R. 184 (1895), Commonwealth v. 
Delaware, Susquehanna and Schuylkill R. R., 3 Daup. C. R. 249 (1894); Common- 
wealth V. Provident Life and Trust Co. of Phila., 3 Daup. C. R. 264 (1894); Common- 
wealth V. West End Coal Co., 182 Pa. 353 (1897); Commonwealth v. D., L. and W. 
R. R. Co., 3 Daup. C. R. 266 (1894); Commonwealth v. Phila. Co., 3 Daup. C. R. 259 
(1894); Commonwealth v. Pittsburg and Western Ry. Co., 166 Pa 453 (1895); Com- 
monwealth V. N. Y., P. and O. R. R. Co., 188 Pa. 169 (1898): Commonwealth v. 
Fall Brook Railway Co., 188 Pa. 199 (1898); Commonwealth v. Pine Creek Ry.Co., 
188 Pa. 198 (1898); Commonwealth v. Manor Gas Coal Co., 188 Pa. 195 (1898), Com- 
monwealth V. Union Traction Co. of Phila., i Daup. C. R. 178 (1898); Commonwealth 
V. Manor Gas Coal Co., 2 Daup. C. R. 121 (1899). 

a Applies also to joint stock associations and limited partnerships. The rate on 
domestic fire and marine insurance companies is 3 mills on the dollar. Act of June 
7 1907. PL. 430. 

i> Act of June 8, 1893, P. L. 353; act of June 7, 1907, P. L. 430. For capital-stock 
tax on brewing and distilling companies, see p. 59. 

t Act of June 10, 1893, P. L. 417. 

<* Commonwealth v, Erie Ry.Co., 98 Pa. 127 (1881); Commonwealth v. Delaware, 
Lackawanna and Western R. R., 145 Pa. 96 (1891). 

« Pullman's Palace Car Co. v. Pa., 141 U. S. 18 (1891). 
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Telegraph companies, domestic and foreign, are taxed on their 
"capital stock" (assets) in the proportion which the length of 
their lines within the State bears to the total length of all their 
lines. ° Companies owning bridges connecting Pennsylvania with 
another State are taxable in Pennsylvania upon one-half of their 
" capital stock " only. '' Capital stock of manufacturing companies 
invested in bonds, mortgages, and other securities, the same not 
being essential to manufacture, is subject to the capital-stock 
tax; and, like other corporations paying a capital-stock tax, 
manufacturing corporations are not required to return such securi- 
ties for taxation to local assessors. '^ 

The amount of the tax is fixed by the auditor-general and state 
treasurer, upon annual reports made by all companies, and upon 
other information."* 

Corporations paying the state tax on their entire capital stock 
are exempt from the state tax on the bonds, mortgages, judgments, 
and other obligations owned ("Tax on Corporate Loans "),« inas- 
much as such securities are part of their "capital stock." Such 
personal property of a domestic corporation as has not acquired 
a situs in another jurisdiction is taxable in Pennsylvania as capital 
stock.^ So also mortgages on property in other States held by 
domestic corporations are included in the valuation of capital 
stock./ If part of the capital stock be invested in shares of another 
corporation which pays the capital-stock tax, or in exempted cor- 
porations '^ (principally manufacturing), that part is deducted in 
making assessment. 

a Commonwealth v. Western Union Telegraph Co., 15 W. N. C. 331 (1884). 

6 Commonwealth v. Trenton Bridge, 9 Am. L. Reg. (O. S.) 298 (i860). 

c Commonwealth v. Lackawanna Iron and Coal Co., 129 Pa. 346 (1889); Common- 
wealth V. Germania Brewing Co., 4 Daup. C. R. 52 (1890). 

<* Act of June 8, 1891, P. L. 229. 

«Seep. 59. 

/ The value of coal which a Pennsylvania mining corporation has shipped to and 
has on hand in other States for the purpose of sale and not to serve any permanent 
corporate purpose can not be deducted in determining the value of the capital stock 
of such corporation for the purpose of taxation. So also unpaid purchase money 
due to a Pennsylvania corporation for land situated in another State, and sold by 
the corporation, is to be considered in ascertaining the value of the capital stock of 
the corporation for the purpose of taxation, although the corporation has taken a 
mortgage on the property to secure the purchase money. Commonwealth v. Pa. 
Coal Co., 197 Pa. 551 (1901). 

S Act of June 8, 1891, P. L. 229. The base of capital stock is, therefore, the total 
appraised value of the property of the company less so much of this sum as repre- 
sents investments in United States bonds, or in patent rights or in shares of stock 
in corporations that have been assessed and taxed on capital stock, or in shares of 
corporations exempt therefrom (principally manufacturing). Commonwealth v. 
Lehigh Coal and Navigation Co., 162 Pa. 603 (1894). 
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Brewing and Distilling Companies. 

Brewing and distilling companies are not included in the exemp- 
tion of manufacturing companies from the capital-stock tax." 
Distilling companies are taxed, as a separate class, 10 mills per 
dollar of actual value of their whole capital stock. This provision 
applies also to companies wholesaling spirituous liquors, and does 
not differ from the general "capital-stock tax" except in the 
rate.* Breweries pay the regular capital-stock tax of 5 mills. 

Tax on Corporate Loans. 

The law provides that the treasurer of a corporation, domestic or 
foreign,<^ when paying the interest on any "scrip, bond, or cer- 
tificate of indebtedness" of the corporation, shall deduct from 
such payments 4 mills on every dollar of the face value of the 
debt and pay the same into the state treasury. This tax is for 
state purposes only. The holders of such obligations are then 
exempt from further taxation thereon. Corporations are re- 
quired to make an annual report to the auditor-general stating 
the amount of indebtedness of the corporation held by resi- 
dents of Pennsylvania.'* 

The following classes of corporate loans are not taxable under 
this provision: 

(i) ObUgations held in their own right by corporations pa.ying 
the state tax on capital stock; such obligations enter into the 

a Act of June 7, 1907, P. L. 430, amending act of June 8, 1893, P. L. 353. 

* Act of July 15, 1897, P. L. 294. 

c Foreign corporations doing business in the State are required equally with do- 
mestic companies to report their loans held by residents of Pennsylvania, and to col- 
lect and pay the tax thereon. Commonwealth v. N. Y., L. E. and W. R. R. Co., 129 
Pa. 463 (1889); 150 Pa. 234 (1892). 

The Supreme Court of the United States, however, in N. Y., L. E. and W. R. R. Co. 
V. Pa., 153 U. S. 628 (1894), held that the State of Pennsylvania could not con- 
stitutionally impose upon the N. Y., L. E. and W. R. R. Co., a New York corpora- 
tion, the duty, when paying in the city of New York the interest due upon bonds, 
scrip, or certificates of indebtedness of that company held by residents of Pennsyl- 
vania, of deducting from the interest so paid the amount assessed upon said securities 
in the hands of residents of Pennsylvania. As a matter of fact, the greater part of 
the foreign corporations doing business in Pennsylvania, which issue bonds, scrip, 
and certificates of indebtedness, are railroads or companies of a similar nature, and 
most of these pay the interest on their obligations by checks drawn in New York or 
some other place without the State. 

<* Act of June 30, 1885, P. L. 194; act of June 8, 1891, P. L. 229. In theory, the 
tax is not on the corporation, but on the holders of its obligations, the company being 
held responsible, however, for the collection of the tax by 'its treasurer. In practice, 
the tax is usually paid by the corporation, which issues its obligations " free and clear 
from all state taxes." (Compendium and Brief History of Taxation in Pennsylvania, 
1906, p. 75, pubHshed by the department of the auditor-general.) 
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value of capital stock and are taxed under the provisions of the 
state capital-stock tax law." 

(2) Obligations held by trust companies, national, state, and 
savings banks. * 

(3) Notes discounted or negotiated by banks, savings associa- 
tions, or trust companies.'^ 

(4) Obhgations held by nonresidents of Pennsylvania in their 
own right,"* and by persons whose residences are unknown. « 

(5) Obligations held and owned by institutions of purely public 
charity.' 

(6) Obhgations of their members held and owned by building 
and loan associations. If given by persons not members of the 
association holding them, they are taxable.'' 

(7) Obligations on which no interest has been paid or earned 
during the tax year, from which the tax could have been deducted.* 

Tax on Gross Receipts of Transportation, Transmission, and 
Electric-Light Companies. 

In addition to the " capital stock " and " corporate loan " 
taxes, every transportation, oil pipe hne, telegraph, telephone, 
express, and electric-light company doing business within the 

1 Act of June 7, 1907, P. L. 430. 

b A savings bank paying a tax upon its capital stock is exempt from taxation upon 
bonds of a corporation owned by it. People's Savings Bank v. Monongahela River 
Consolidated Coal and Coke Co., 29 Pa. Superior Court, 153 (1905); see also Com- 
monwealth V. Clairton Steel Co., 11 Daup. C. R. 25 (igo8); Commonwealth v. White 
Haven Water Co., 11 Daup. C. R. 22 (1908). 

c Act of June 8, 1891, P. L. 229. Notes discounted by private bankers or unin- 
corporated banks are not exempt. Commonwealth v. McKean County, 200 Pa. 383 
(1901). 

<* State Tax on Foreign Held Bonds, 15 Wall. 300 (1872). 

- If the state tax officials find that the treasurer of a corporation has made an 
exhaustive effort and is unable to ascertain the residences of the holders of any obli- 
gations of his company, the obligations so held by persons whose residences are 
unknown will be exempted from taxation; but if he is not found to have made such 
proper effort the obligations so held will be taxed, the company being held for the 
tax if it fails to collect it as required by law. Commonwealth v. People's Pass. Ry. 
Co., 183 Pa. 353 (1898); Commonwealth v. Allentown Terminal R. R. Co., 2 Daup. 
C. R. 81 (1897); Commonwealth v. Lehigh Valley R. R. Co., 186 Pa. 235 (1898); 
Commonwealth v. Manor Gas Coal Co., 5 Daup. C. R. 81 (1902). 

/ Mattern v. Caulvin, 213 Pa. 588 (1906), a case which, though not exactly in 
point, shows the policy of the State not to tax property held for charitable and 
religious purposes. 

g Act of May 22, 1883, P, L. 39. 

A Commonwealth v. Phila. Traction Co., i Daup. C. R. 117 (1889); Commonwealth 
V. J. Langdon & Co., Inc., i Daup. C. R. 123 (1890); Commonwealth v. P. N. and 
N. Y. R. R. Co., 13 Pa. C. C. 65 (1893). 
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State « pays a tax of eight-tenths of i per cent on gross receipts 
from business done wholly within the State.'' This tax is pay- 
able to the State for state purposes only. 

Corporations are not taxable, however, on receipts derived 
from interstate transportation and transmission. Express com- 
panies employing railroad and other companies to do their trans- 
portation are not entitled to exemption on the amount of receipts 
paid for such service, even though the payments enter into the 
amounts upon which the other companies have paid tax.'' 

Electric light, heat, and power companies are taxable upon 
receipts from all sources, except such as may not result from the 
sales of the product of such companies.'' 

Licenses. 

In addition to the foregoing state taxes, to which corporations 
are liable, business taxes and licenses are imposed for state pur- 
poses upon the manufacture and sale of liquors and upon certain 
mercantile, financial, and other pursuits and occupations. Corpo- 
rations doing such business are liable in like manner as individuals. 

Stockholders and Bondholders. 

Shares in corporations liable to the "capital-stock tax" or 
expressly exempted therefrom (principally manufacturing corpo- 
rations) are not taxed in the hands of the holders,* but shares of 
stock in foreign corporations not paying the capital-stock tax in 
Pennsylvania are taxable as personal property ^ in the hands of 
the holders notwithstanding that the property of such companies 
is taxable in other States.*' Bonds of domestic corporations are, 
in theory, taxed to the holder for state purposes only, at 4 mills 
on the dollar of nominal value, by the "corporate-loan tax," but 
the tax is usually paid by the corporation.'' Foreign-held bonds 
are not taxed in Pennsylvania."^ Bonds of foreign corporations 

a Applies also to joint stock associations and limited partnerships engaged in 
transportation, transmission, and electric lighting. 

6 Act of June i, 1889, P. L. 420, sec. 23. 

c Commonwealth v. U. S. Express Co., 157 Pa. 579 (1893). 

<* Thus, receipts from the furnishing of electric power, sale of steam, electric sup- 
plies, scrap, etc., are taxable. Commonwealth v. New Castle Electric Co. et al., 
5 Daup. C. R. 89 (1902). 

« Act of June 8, 1891, P. L. 229, sec. 1, amending act of June i, 1889, P. L. 420. 

/See note a, p. 62. 

ff Capital stock, owned by a citizen of Pennsylvania, in a corporation located in 
another State, and paying taxes therein, is taxable in Pennsylvania for state and 
county purposes. McKeen -v. County of Northampton, 49 Pa., 519 (1865). 

^See "Corporate-loan tax" hereinbefore described and exemptions therefrom, 
pp. 59, 60. See also note d, p. 59. 

»■ State Tax on Foreign Held Bonds, 15 Wall. 300 (1872). 
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are taxed by the State (directly) through local tax officers to the 
holders as personal property." 

Foreign Corporations. 

Foreign corporations doing business in the State are subject to 
taxation for state purposes like domestic corporations. 

III. FINANCIAL RESULTS. 

Classification of Revenue. 

The proportion of total state taxes for state purposes derived 
from corporations for 1909 was 72 per cent. 

Total State Receipts, Taxes prom Corporations, Other Taxes, and Receipts 

FROM Sources Other than Taxes, Year ended November 30, 1909.6 
Total state receipts, all sources $29, loi, 183. 70 

Special taxes on corporations: 

Capital stock $9, 916, 840. 41 

Corporate loans 2, 497, 480. 81 

Gross receipts i. 520, 973. 84 

Foreign insurance companies ^ i, 340, 215. 64 

Bank stock d 990, 089. 67 

Bonus on charters « 516, 265. 55 

Domestic insurance companies f 126, 163. 52 

Incorporated savings institutions 9 44, 533. 29 

Building and loan association stock ^ 14, 459. 69 

Total state taxes from corporations 16, 967, 022. 42 

Less portion distributed to cities and towns: Foreign fire insurance 

tax <: 127, 684, 34 

State's share of corporation taxes 16, 839, 338. 08 

!2 Personal property of certain classes, including stock in foreign corporations not 
paying the capital-stock tax, and bonds in foreign corporations are taxed by the 
State to the holders at the rate of four-tenths of i per cent on the value thereof. 
This tax is assessed and collected locally and paid to the state treasurer, who returns 
three-fourths of the net amount to the counties from which collected. Act of June i, 
1889, P. L. 420, as amended by act of June 8, 1891, P. L. 229. 

6 Report of State Treasurer, 1909, pp. v-viii. 

^ A tax of 2 per cent on gross premiums within the State. One-half of the net 
amount received from foreign fire-insurance companies is required to be returned to 
cities and boroughs from which collected. Act of Apr. 20, 1905, P.-L. 229. 

A The bank has the option of collecting from shareholders 4 mills on the dollar of 
the actual value of the shares of the stock, or t per cent on the par value of the shares 
issued, and pay the same into the state treasury. Act of July 15, 1897, P. L. 292. 

- Domestic corporations (with certain exceptions) pay the State upon incorporating 
one-third of i per cent on authorized capital stock, and foreign corporations, except 
insurance companies, pay the same rate on capital stock employed in the State. This 
corresponds with initial organization fees of some other States. 

/ Eight mills on a dollar upon the gross amount of premiums collected for business 
transacted within the State. Act of June 28, 1895, P. L. 409. 

9 Three per cent on net earnings. Act of June i, 1889, P. L. 420. 
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Other taxes: 

Collateral inheritances J5i, 739, 852. 73 

Gross receipts of private bankers, brokers, and 

notaries 20, 813. 58 

Writs, wills, deeds, etc 204, 933. 61 

Municipal and county loans 355, 665. 90 

Licenses 3, 156, 413. 92 

Total taxes not from corporations $5, 477, 679. 74 

Receipts from personal property tax 4, 315, 41 1. 86 

■Less portion distributed to counties 3, 272, 631. 97 

State's share of personal property tax i, 042, 779. 8g 

Total taxes for state purposes, all sources 23, 359, 797. 71 

Receipts from sources other than taxes: 

Fees and fines 460, 395. 19 

Interest on state deposits 157, 881. 23 

State highway fund i, 172, 518. 63 

U. S. Government for State College 50, 847. 92 

Sundry revenue, escheats, etc.''. 450, 394. 31 

Bank examinations 49, 032. 40 

Total receipts from sources other than taxes 2, 341, 069. 68 



Total state taxes and receipts for state purposes 25, 700, 867. 39 

Total state receipts distributed to towns, etc 3, 400, 316. 31 

Total state receipts, all sources 29, loi, 183. 70 

It will be observed from the above table that by far the largest 
source of revenue from corporate taxation is the tax on capital 
stock. In 1909 it amounted to $9,916,840.41, which is more than 
one-third of the entire receipts of the State for that year. The 
receipts from this source have greatly increased in recent years, 
being $6,848,735 in 1903 and $5,449,251 in 1904. It is several 
times larger than any other corporation tax, the next in impor- 
tance being the tax on corporate loans, which is followed by the 
tax on corporate gross receipts. 

The revenues from corporate taxation are greater in Pennsyl- 
vania than those of any other State in the Union, the State most 
nearly approaching it being New York, which, in 1909, received 
$9,442,933.59. 

IV. COMMENTS. 

Origin of the State Tax System. 

For many years the State's expenses were almost wholly 
defrayed by the revenue from sales of lands, from the dividends 
paid on stocks of corporations in which the State had invested, 
and from similar sources. 

a Includes $155, 973-39 sinking-fund receipts. 
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Prior to 1831 Pennsylvania could hardly be said to have any 
well-defined system of state taxation. However, as early as 1814 
a tax was had on bank dividends, and until 1826 this tax, with 
certain taxes on court officers, constituted the entire state revenue, 
save licenses. This tax of 18 14 was payable by the bank to the 
State and was the first special tax imposed on corporations. In 
1826 the tax on collateral inheritances was imposed, which is 
still in effect. In 1831 a rather incomplete system of general 
state taxation was inaugurated, which was limited in its opera- 
tion to a period of five years, it being generally believed that at 
the expiration of that time the income from the great public works, 
canals, railroads, etc., then in the course of construction, would be 
sufficient to defray all expenses of state government. The 
system inaugurated in 1831 was repealed in 1836. From 1836 to 
1840 the State realized certain large sums from the United States 
Bank, incorporated as a state bank, after the expiration by limi- 
tation of its charter from the United States Government. At 
about this time large sums were received by the State from the 
United States Government by the division of the surplus then 
existing in the United State Treasury. At the beginning of 1840 
the taxes on bank dividends, collateral inheritances, writs, etc., 
and licenses were the principal sources of state revenues. The 
debt created for the erection of the public works had by this time 
assumed such proportions, and the interest charged thereon was 
so onerous that it soon became apparent that the State could not 
look to the income derived from such works as a means of defray- 
ing the expense of government, and the sale of the works began to 
be agitated. At this juncture was passed the act of June 1 1 , 1840, 
which imposed a state tax of i mill on the stock of banks and 
other institutions making or declaring a profit, half a mill on cer- 
tain personal property, a small tax on household furniture, 
pleasure carriages, and watches, and a tax on the salaries of the 
officers of the State. It was estimated that these taxes would 
produce five or six hundred thousand dollars per annum. As the 
interest charge on the public debt alone was $1,600,000 for that 
year, this act proved ridiculously insufficient for the purposes for 
which it was intended, and in 1843 the State defaulted in the 
payment of interest. On April 29, 1844, an act was passed, very 
sweeping in its provisions, which, though since modified, forms 
the basis of the state tax system now in effect. While the first 
corporation tax imposed by the State was that levied upon bank 
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dividends by the act of March 21, 1814,° no other class of corpora- 
tions was taxed by a special state tax until 1840, when the capital- 
stock tax was imposed. 

Development of Capital-Stock Tax. 

The capital-stock tax, judged by the revenue derived, is the 
most important of all state taxes. It was first enacted in 1840,* 
and has been in force with various modifications since that time. 
Under the provisions of the act of 1844" the tax was assessed 
upon capital stock on the dividend basis in case the dividends 
declared equaled or exceeded 6 per cent. When the dividends 
were less, the tax was settled on the appraised value of the capital 
stock. The act of 1859'* extended the dividend basis of taxation 
to all cases where any dividend whatever was declared, the tax 
being assessed on the appraised value of capital stock only where 
there were no dividends. This practice was continued until the 
passage of the act of 1877.* By this act the principle of the law 
of 1859 was abandoned and that of 1844 revived, and that con- 
tinued in effect until the act of June 8, 1891,/ entirely abolished 
the dividend basis of taxation. The act of 1874^ imposed a 
heavier tax on transportation than upon other companies, but the 
act of 1877^ again equalized the capital-stock tax upon all cor- 
porations subject thereto. The act of 1879^ relieved limited 
partnership associations engaged in manufacturing or mercantile 
pursuits from the capital-stock tax, and the act of 1885 • extended 
the exemption to all manufacturing corporations, except those 
engaged in the manufacture of spirituous, malt, or vinous liquors, 
and gas companies. The acts of 1889'' and 1891/ limited such 
exemption to corporations organized exclusively for manufacturing 
purposes, actually carrying on manufacturing within the State, 
and extended the exemption to artificial gas companies. It 
excluded from the exemption corporations enjoying and exer- 
cising the right of eminent domain. The act of 1893 * does away 
with the requirement that companies shall be exclusively organized 
for manufacturing, and exempts so much of the capital stock of 
corporations, etc., organized for manufacturing as is invested in 
and actually and exclusively employed in carrying on manufac- 
turing within the State, with the same exceptions to the opera- 
tion of the exemption as are contained in the acts of 1889' and 
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1 89 1.'* Previous to 1891," the tax on capital stock was a tax on 
the property of the company as represented by the capital stock, 
the valuation being based on an inquiry into the status of the 
company and the rate of dividends for the tax year, rather than 
on the present method of directly estimating the value of the 
tangible property and assets of the company. 

Development of the Corporate Loan Tax. 

The first act making the loans of private corporations a separate 
subject of taxation was that of April 30, 1864.'' This act provided 
that the officers of every company paying interest to its depositors, 
bondholders, or other creditors, "upon which by the laws of the 
Commonwealth a state tax is imposed, shall, before the payment of 
the same, retain from the said depositors, bondholders, or creditors 
the amount of state tax imposed by existing laws, and shall pay 
the same over to the state treasurer." This law was superseded 
by the act of May i, 1868,^ which exempted banks and savings 
institutions from the payment of said tax, and required all other 
companies to deduct, in place of " the state tax imposed by existing 
laws," a tax of 5 per cent upon every dollar of the interest paid 
on their loans. 

This section was amended by the act of March 21, 1873,'' which 
reenacted its provisions, with the additional requirement that 
such tax should be collected and paid semiannually on the ist 
day of January and July. The act of April 24, 1874,* repealed 
the provisions of 1873, and wholly abolished the tax. 

The tax on corporate loans was, however, revived by section 
17 of the act of June 7, 1879,^ which required all corporations 
paying interest on loans "hereby taxed for state purposes" to 
deduct the tax from the interest and to pay the tax into the 
state treasury. Thus, it will be seen, an attempt was made to 
return to the original principle of collecting the tax on the obli- 
gations, instead of on the interest paid on the obligations. This 
provision was superseded by an act of June 10, 1881,^ which 
provided a tax of 4 mills on every dollar of the amount of the 
obligations of the company to be deducted from the interest, the 
tax being payable by the treasurer of the company into the state 
treasury. 
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The provisions of 1879" and 1881" were declared inadequate 
by the supreme court/ because they contained no provision for 
the assessment and valuation of the loan tax, and hence did not 
constitute an independent scheme for the taxation of corporate 
loans. The provisions of these acts were superseded by the act 
of June 30, 1885/ still in force, described on pages 59-60 of this 
report. 

Development of the Gross-Receipts Tax, 

The tax on gross receipts applicable to transportation and 
transmission companies was first imposed by the act of February 
23, 1866.* A tax of three-fourths of i per cent was thereby laid 
upon the gross receipts of "every railroad, canal, and transporta- 
tion company." The act of July 19, 1866,^ limited the applica- 
tion of the tax to companies which did not pay a tax on net 
earnings; and the act of May i, i868,» ftirther limited the tax to 
companies "hable to the tax on tonnage." The tax on gross 
receipts was abolished by the act of March 21, 1873,'' and the act 
of April 24, 1874.*' It was, however, revived by the act of March 
20, 1877, ' which changed the rate to 8 mills on the dollar, limited 
taxable receipts to those derived from " tolls and transportation, 
telegraph business, or express business," and also subjected to 
the tax some other transportation and transmission companies 
not enumerated in previous acts. The act of June 7, 1879,* sub- 
stantially reenacted the provision of 1877. The act now in force, 
that of June i, 1889,' has been treated on pages 60-61 of this 
report. 

Distinctive Features. 

The capital-stock tax in Pennsylvania is somewhat different 
from the usual legal concept of such a tax. In the " Compendium 
and Brief History of Taxation in Pennsylvania," published under 
the direction of the auditor-general in 1906,™ the capital-stock 
tax is described as follows : 

"The tax on the capital stock of a corporation is a tax on its 
property and assets and franchises. The corporation is simply a 
trustee for its stockholders, and they are the real owners of the 
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property, and whether the property is taxed in the name of the 
corporation or in the name of the shareholders, the ultimate bur- 
den falls on the same persons. The fact that the tax is called a 
tax on capital stock is, therefore, not of the essence of the matter; 
whatever it is called, it is a tax on the property and assets of the 
shareholders for whom the corporation is simply trustee. The 
tax is a tax on its property and assets, including its franchise, 
and the question of the actual value in cash is a question of fact 
which must be determined by considering the value of its tangi- 
ble property and assets of every kind, including its bonds, mort- 
gages, and moneys at interest, and its franchises and privileges; 
and the amount of the encumbrances on its property and fran- 
chises is also a relevant fact to be considered." 

Although the tax on corporate loans has been successfully col- 
lected for many years, there has been a considerable misunder- 
standing in the application of it. Many holders of obligations of 
corporations persist in including such obligations in their returns 
to the local tax authorities of personal property owned by them, 
and in consequence they are taxed twice by the State on such 
obligations — once through the collectors of the state tax on personal 
property and once through the treasurer of the company issuing 
the obligations. The payment to the county authorities can not 
be accepted by the State in lieu of the lawful payment through the 
treasurer of the corporations, because, under the provisions of the 
act of 1 89 1, three-fourths of the state tax on personal property is 
returned to the counties collecting it. 

The present "corporate loan" tax produces over two million 
dollars annually. In theory, the bondholders pay the tax, the 
amount of same being taken out of the interest on the loan. The 
real burden of the tax, however, falls upon the stockholder on 
account of the fact that the tax is usually borne by the corpora- 
tion which issues its obligations "free and clear from all state 
taxes;"" and in cases where the bondholders actually pay the 
tax the burden falls in the same place, because the tax is taken 
into consideration by the buyers of the bonds, which must either 
bear a higher rate of interest than would otherwise be necessary 
or else must sell at a lower price than they would if the tax were not 
imposed. 

Prior to the act of June i, 1889, artificial-gas companies were 
subject to the capital-stock tax, being expressly excluded from the 
exemption granted to manufacturing companies by the act of 

o Compendium and Brief History of Taxation in Pennsylvania, 1906, p. 75, pub- 
lished by the department of the auditor-general. 
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June 30, 1885 ; but the act of 1889 so changed the law as to exempt 
them from the payment of the capital-stock tax and subject their 
competitors in business, electric-light companies, to the tax on 
gross receipts, which they had not theretofore paid. The result is 
that artificial-gas companies are exempt from all state taxation, 
except the tax on corporate loans, which, in reality, falls on the 
stockholders, as before explained, and, in addition, are practically 
exempt from local taxation." 

Development of Revenue System. 

The "Compendium and Brief History of Taxation in Pennsyl- 
vania," published under the direction of the auditor-general in 
1906,* states as follows: 

"High-water mark in the State's indebtedness was reached in 
1843, when it was upwards of $42,000,000. In 1874 it was 
$24,500,000. Since that time it has been reduced at the average 
rate of about $900,000 per annum. This gratifying result has 
been brought about without imposing any new or serious burdens 
upon the taxpayers. The State has accomplished in its revenue 
system a greater degree of equality in the assessment and collection 
of its taxes than has any other State. Absolute uniformity, 
demanded by the constitution, is not possible. Substantial uni- 
formity is as near to complying with that demand as it is possible 
to reach. Our system, while far from being perfect, is the result 
of many years of experience in the execution of tax legislation by 
this department. Notwithstanding its defects, it has brought 
about a financial condition never heretofore enjoyed by the Com- 
monwealth. * * * It will be noticed that by far the larger 
part of the State's revenues is derived from tax on corporations, 
* * * while licenses — liquor, mercantile, and miscellaneous — add 
a large proportion; also, collateral inheritances, writs, wills, and 
deeds. The individual citizen pays a comparatively small share. 
The only tax he is required to pay, aside from that which is 
imposed on licenses of various kinds, and in connection with estates, 
etc., is on personal property. The revenue from this source in 
1905 was $3,446,906, but as the State retains only one-fourth of 
this amount, returning three-fourths to the counties to relieve the 
burdens of local taxation, and a part of the amount named is col- 
lected from corporations, it will be seen that the average individual 
contributes only a small fraction of the State's revenue." 

" See pp. 54, 55. 6 Page 27. 
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DELAWARE. 

I. GENERAL VIEW." 
Chief Features. 

First. A lump-sum commutation of state taxes upon steam rail- 
roads in lieu of all other state taxes. 

Second. A sharp separation of the sources of state and local 
taxation, namely, taxation of corporations for state purposes and 
a general property tax for local purposes. 

Third. Taxation of many corporations on authorized capital 
stock. 

Railroad Companies — By Specific Amounts. 

All railroads operating within the State are permitted to pay 
to the State for state purposes fixed sums in lieu of all state taxes 
under general laws. 

Express, Transmission, Light, Heat, and Power Companies — Gross 
Receipts, Mileage, and License Taxes. 
Express, light, heat, and power companies pay to the State, for 
state purposes, a tax on gross receipts; telegraph, cable, and 
telephone companies, on miles of wire owned or operated within 
the State. In addition to the above, express and telephone com- 
panies pay certain license taxes. 

Manufacturing, Mining, and Mercantile Companies — On Property 
and Authorized Capital. 

Manufacturing and mining companies pay a graduated tax 
based on the cost value of real and personal property in the State 
used in manufacture or production; mercantile companies, on the 
cost value of property purchased by them for sale. All com- 
panies of the above-named classes incorporated since March lo, 
1899, having more than 50 per cent, or all, of their capital invested 
without the State, pay in lieu of this property tax an "annual 
franchise tax " on authorized capital stock. 

a Since the general state tax laws relating to railroads are suspended (see p. 75) 
and certain provisions of the franchise tax act are inoperative (as explained on 
pp. 74, 77), the "General view" here given includes only such portions of the corpo- 
rate tax system as are substantially productive of revenue. 

71 
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Foreign Corporations. 

Before doing business in the State, foreign corporations (except 
insurance companies) pay to the State for the use of the State an 
initial fee of $50. Mercantile companies maintaining branch 
houses in the State are subject to a graduated tax based on the 
cost value of goods received for sale. 

Stockholders and Bondholders. 

Stocks and bonds are not subject to taxation in the hands of 
individual owners. 

Administration." 

All taxes under the " annual franchise tax " law are payable to 
the state treasurer, to whom the secretary of state certifies, from 
the annual reports filed by the corporation, the amount of tax 
due. Certain business license taxes for the use of the State are 
payable to the clerks of the peace of the several counties and to 
the state insurance commissioner. 

II. DETAILS AS TO THE CONSTITUTION AND THE 

STATUTES. 

Constitution. * 

All taxes must be uniform upon the same class of subjects within 
the territorial limits of the authority levying the tax, and must be 
levied and collected under general laws ; but the general assembly 
may by general law exempt from taxation such property as in its 
opinion will best promote the public welfare."^ Shares of the 
capital stock of domestic corporations, when owned by persons or 
corporations without the State, shall not be subject to taxation 
by any law now existing or hereafter to be made* 

"■ Sources of revenue in Delaware are mainly as follows : 

Municipal and local districts. — Revenues are derived largely from general property 
taxes. Certain municipalities, however, by special legislation, are authorized to levy 
taxes otherwise. For example, the city of Wilmington is authorized to collect a mile- 
age tax from street railways and other public-service corporations. Most public- 
service corporations, however, have agreements by which they pay specific sums in 
lieu of all city and county taxes. 

County. — General property, capitation, and dog taxes; fees, fines, and forfeitures. 

State. — Taxes levied directly upon corporations, incorporation fees (initial), 
collateral inheritance tax, and business or occupation taxes. 

6 The present constitution took effect June lo, 1897. The previous constitution 
was silent on the subject of taxation. 

'Constitution, Art. VIII, sec. i. 

<i Constitution, Art. IX, sec. 6, as amended. Laws of Delaware, vol. 22, chap. 254 
(1903)- 
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Statutes." 

locai, taxation. 
General Property Tax. 

Real and personal property are to be assessed at their true 
value. * 

The charters of a number of cities and towns authorize local 
authorities to grant manufacturing establishments exemptions 
from taxation for municipal purposes. 

The State derives no revenue through the general property 
tax; its provisions applying exclusively to county and municipal 
taxation. 

Stockholders and Bondholders. 

Stocks and bonds held by residents of Delaware are not taxed; 
and shares of stock in domestic corporations owned by persons or 
corporations without the State, under a constitutional provision, 
can not be taxed in this State. 

STATE TAXATION. 

Acts Providing for State Taxation. 

To give a satisfactory view of the system of taxation in Dela- 
ware, it will be necessary first to describe briefly the important 
general tax laws, and then to give a more detailed statement, 
arranged according to the classes of corporations. This arrange- 
ment involves some repetition, but seems to be the only adequate 
way in which to present a rather complex subject-matter. 

(l) KINDS OP TAXES. 

Annual Franchise Tax. 

The "annual franchise tax" has two features — a tax on gross 
receipts, applied, in theory, to certain specified classes of corpora- 
tions, and a tax on authorized capital stock applied to other 
classes of companies. 

The tax on capital stock applies only to domestic mercantile, 
manufacturing, and miscellaneous corporations, organized after 
March lo, 1899 (date of act), and either conducting business 
wholly without the State or doing less than 50 per cent of their 
business within the Statc^ The assessed value of real and 

" The "Rev. Code" herein referred to is "Laws of Delaware, Revised Code, 1852, 
as amended, 1893." 

6 Rev. Code, Chap. X, sec. 11. 

<; Laws of Delaware, vol. 21, chap. 166 (1899); as amended, vol. 22, chap. 15 (1901); 
vol. 22, chap. 260 (1903); vol. 24, chap, i (igo6); and vol. 24, chap. 47 (1907). 
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personal property in the State is deducted from the amount of 
authorized capital. 

The tax on gross receipts from business within the State applies, 
in theory, to transmission, certain transportation, insurance 
(other than life), and light, heat, and power companies with the 
qualifications just described. Light, heat, and power companies 
with such qualifications are also, in theory, taxed on dividends 
in excess of 4 per cent; life-insurance companies, on gross pre- 
miums and surplus. 

As a matter of fact, however, the only revenue under this 
"annual franchise tax" law up to the present time (1910) is that 
from the tax on premiums and surplus of insurance companies, 
on gross receipts of a few telephone companies, and on author- 
ized capital stock. This is due to the fact that, with the exception 
of these few telephone companies, no domestic corporations doing 
any business in Delaware and incorporated since 1899, which do 
less than 50 per cent of their business within Delaware, have 
reported to the secretary of state. Domestic corporations doing 
all their business outside the State obviously escape taxation on 
gross receipts, because that feature of the tax is based on business 
within the State only. 

Certain retaliatory provisions appear in this law with respect 
to foreign corporations, which, however, are in practice inoper- 
ative. 

The law specially exempts railroad and canal companies, bank- 
ing institutions, religious and charitable organizations, mercan- 
tile corporations paying the state business-license tax, and corpo- 
rations of any other class (otherwise subject thereto) having 50 
per cent or more of their capital invested in the State. 

Tax on Gross Earnings, Gross Receipts, Wire Mileage, and Trans- 
mitters. 

Domestic and foreign express companies are taxed 6 per cent 
on their gross earnings from business within the State." 

Domestic and foreign telegraph and telephone companies are 
taxed at a graduated rate on their wire mileage within the State, 
and telephone companies pay an additional tax on each trans- 
mitter within the State.* 

Heat, light, and power companies are taxed on gross receipts." 

- Rev. Code, p. 73, as amended by Laws of Delaware, vol. 25, chap. 13 (1909). 
!> Rev. Code, p. 72, as amended by Laws of Delaware, vol. 25, chap. 6 (1909). 
c Laws of Delaware, vol. 25, chap. 7 (igog). 
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Business License Tax. 

A graduated license tax, based on the aggregate cost value of 
real and personal property located within the State and used 
in production or manufacture," is imposed on manufacturing 
companies. 

A graduated license tax, based on cost value of articles pur- 
chased during the year in the course of purchasing and selling 
property of any description,* is imposed on domestic and foreign 
mercantile corporations. 

The Pullman Palace Car Company'^ and express'' and telephone « 
companies pay annual license fees. 

Tax on Passengers Carried, Net Earnings, Rolling Stock, and Capital 
Stock. 

The following laws, applying principally to railroads, are at 
present inoperative, by reason of special commutation laws which 
permit the railroads to pay specified sums of money in lieu of 
taxes thereunder:^ 

Passenger tax. — Transportation of passengers by steam within 
the State is taxed at the rate of lo cents for each passenger.^ 

Net earnings or income. — Railroads and canals incorporated in 
the State and doing business there are taxed upon income or 
earnings.* 

Rolling stock. — Railroads incorporated in the State and doing 
business there are taxed on locomotives, passenger and freight 
cars used.* 

Capital stock. — Railroads and canals incorporated in the State 
and doing business there are taxed upon the actual cash value of 
the capital stock.'' 

"■ Rev. Code, p. 6g, as amended by the Laws of Delaware, vol. 22, chap. 17 (1901). 

* Rev. Code, p. 547. 

''Laws of Delaware, vol. 20, chap. 375 (1897). 

''See p. 77. 

« See p. 78. 

/ See discussion "Railroads," under "Comments," p. 84. 

?Rev. Code, p. 47. 

The supreme court of the State has decided that this law taxes the passenger 
rather than the carrier, and that it is inoperative and void so far as it affects passen- 
gers entering, departing from, or passing through the State, in that it is a tax upon 
interstate commerce. State Treasurer v. P., W. & B. R. R. Co., 4 Houston, 158 
(1871). 

^ Rev. Code, p. 49. 

The collection of taxes for the use of locomotives, passenger cars, freight cars, and 
trucks was enjoined in Minot v. P., W. & B. R. R., et al., 2 Abb., C. C. 323 (U. S. 
Circuit Court, 1870). 
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Commutation Laws. 

As noted above, these general acts have been largely rendered 
inoperative by special laws, under which the various companies 
may elect to pay either the state taxes under the general laws or 
specified sums in lieu thereof. In practice the companies have 
elected to pay the specified sums. 

(2) TAXES ON CERTAIN KINDS OP CORPORATIONS. 

The following covers the same subject-matter as the foregoing, 
but deals with it under a different arrangement, i. e., by classes 
of corporations. 

Railroad and Canal Companies. 

Under commutation laws, above referred to, the several rail- 
roads operating within the State pay to the State for state pur- 
poses specific sums in lieu of all state taxes, namely: Philadelphia, 
Baltimore and Washington,** $50,000; Delaware Railroad Com- 
pany,* $20,000; Wilmington and Northern,'^ $5,000; Delaware, 
Maryland and Virginia,"* $1,500; Baltimore and Philadelphia,' 
$30,000; Maryland, Delaware and Virginia,/ $500. 

According to an opinion by the attorney-general, railroads incor- 
porated in Delaware, but operating wholly without the State, are 
not subject to taxation in Delaware. 

Real estate occupied as railroad right of way, or roadbed, is 
exempt from local taxation. All other real property of railroads, 
including buildings upon right of way, is subject to local taxation 
like property of individuals. «' 

Although no state tax is paid by canal companies, they are 
subject, as stated on page 75, to a state tax on passengers carried, 
net earnings, and capital stock. 

Street and Interurban Railways. 

Street and interurban railways are not subject to a state tax. 

1 Laws of Delaware, vol. 24, chap. 42 (1907) 
b Laws of Delaware, vol. 24, chap. 43 (1907) 
<^ Laws of Delaware, vol. 25, chap. 12 (1909) 
■^ Laws of Delaware, vol. 25, chap. 1 1 (1909) 
« Laws of Delaware, vol. 24, chap. 44 (1907) 
/ Laws of Delaware, vol,. 25, chap. 10 (1909) 
ff Rev. Code, p. 115. 
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Express Companies. 

Domestic express companies not subject to the "annual fran- 
chise tax,"" and all foreign express companies are taxed at the 
rate of 6 per cent on gross earnings or receipts derived from 
business within the State. The amount of this tax is based upon 
an annual statement made to the state treasurer. In addition to 
this gross receipts tax there is a license tax of $250 per annum 
imposed on each express company doing business within the 
State. Local express companies in any city or town doing busi- 
ness wholly by horses and wagons are exempt from these taxes.'' 

Parlor and Sleeping Car Companies. 

The clerk of the peace for Newcastle County is authorized to 
accept for the use of the State, in lieu of a license tax, $300 annually 
from the Pullman Palace Car Company as a builder and repairer 
of railroad cars." 

Transmission Companies. 

Domestic and foreign telegraph and telephone companies owning 
or operating lines within the State report annually to the state 
treasurer the number of miles of wire owned or operated by them 
within the State, and the length and location of their longest and 
next longest wires. Each company is required to pay 60 cents 
per mile for its longest wire, 30 cents per mile for its next longest, 

"The following classes of corporations, incorporated in the State since March lo, 
1899, and doing less than 50 per cent of their business within the State, are subject 
under the "annual franchise tax" law (see pp. 73, 74) to taxation for state purposes at 
the following rates: 

Telegraph, telephone, cable, and express companies operating in the State, not 
owned by a railroad and not otherwise taxed, i per cent of gross receipts from busi- 
ness done within the State. 

Parlor, palace, and sleeping car companies, \yi per cent upon the amount of their 
gross receipts for fare or tolls for the transportation of passengers within the State. 

Oil and pipe line companies, three-fifths of i per cent upon their gross receipts 
from the transportation of oil or petroleum through pipes or in tanks or cars in the 
State. 

Light, heat, and power companies, 4 per cent upon all dividends in excess of 4 
per cent, and two-fifths of i per cent upon gross receipts from business in the State. 

No corporations falling under these provisions of the franchise tax law, however, 
have so reported to the tax authorities of Delaware, except several telephone com- 
panies. 

Any such companies subject to the franchise tax failing to make report are in prac- 
tice taxed on their authorized capital stock. 

6 Rev. Code, p. 73, as amended by the Laws of Delaware, vol. 25, chap. 13 (1909). 

<: Laws of Delaware, vol. 20, chap. 375 (1897). 
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and 20 cents per mile for each other wire owned or operated 
within the State. All telephone companies are, in addition, sub- 
ject to a tax of 25 cents upon each transmitter." 

Light, Heat, and Power Companies.* 

Every corporation organized for the manufacture or production 
of steam, gas, or electricity, for heat, light, or power, is required to 
pay to the state treasurer annually for the use of the State i mill on 
each $1 of the amount of the corporation's gross receipts for the 
preceding year. A new company of this character pays the state 
treasurer for the use of the State an initial tax of $50 for a license 
which is effective until June i following." 

Manufacturing, Mining, Mercantile, and Miscellaneous Corporations. 

Every domestic corporation falling within these classes, incorpo- 
rated since March 10, 1899, having less than 50 per cent of its 
capital invested in business carried on within the State, or whose 
capital is invested wholly without the State, is subject to the "an- 
nual franchise tax " on the total amount of authorized capital stock, 
less the assessed value of its real and personal property in Delaware. 
When the authorized capital does not exceed $25,000, the rate is 
$5; exceeding $25,000 but not exceeding $100,000, $10; exceeding 
$100,000 but not exceeding $300,000, $20; exceeding $300,000 but 
not exceeding $500,000, $25 ; exceeding $500,000 but not exceeding 
$1,000,000, $50; and the further sum of $25 per year on each addi- 
tional $1,000,000, or part thereof. 

When the annual report of a company shows that it is not 
engaged in business, such company pays but one-half of the taxes 
scheduled above; but in no case is the tax to be less than $5.'' 

Any companies of the classes above named, incorporated prior 
to the passage of the annual franchise act, and any such companies 
incorporated since its passage having 50 per cent or more of their 
capital invested in business within the State, are not subject to the 
" annual franchise tax " or to any state tax other than as follows : 

Every such corporation engaged as owner in the production or 
manufacture of goods, wares, or merchandise — except the usual 
farm products for home consumption or market purposes — is 
required to secure a "license" by paying annually $5 for state 

"Rev. Code, p. 72, as amended by Laws of Delaware, vol. 25, chap. 6 (1909). 
b See footnote a, p. 77. 
« Laws of Delaware, vol. 25, chap. 7 (1909). 

<* Laws of Delaware, vol. 21, chap. 166 (1899), as amended, vol. 22, chap. 15 (1901), 
vol. 22, chap. 260 (1903), vol. 24, chap, i (1906), vol. 24, chap. 47, (1907). 
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purposes. In addition, the corporation pays for state purposes, 
annually, one- twentieth of i per cent on the cost value of its real 
and personal property used in production or manufacture up to and 
including the sum of $3,000,000; on such value of real and personal 
property so used in excess of $3,000,000, and not in excess of 
$5,000,000, a tax of one-fortieth of i per cent; and the further sum 
of $30 for each additional $1 ,000,000, or any part thereof. This 
license authorizes production or manufacture at one place and for 
one year only."* 

Every such corporation engaged in the business of purchasing 
and selling property of whatever description secures a " license " by 
paying $5 for state purposes annually. In addition, the corpora- 
tion pays for state purposes $1 on the first $1 ,000 or less of the aggre- 
gate cost value of such articles so purchased dtiring the preceding 
■ year, and 10 cents per $100 over that sum. The license authorizes 
the purchase and sale of such property at one place and for one 
year only. * Corporations subject to this mercantile license tax are 
not subject to the annual franchise tax. " 

Foreign Corporations. 

Foreign corporations, except insurance companies, before being 
permitted to carry on business within the State, are required to pay 
an initial fee of $50 for the use of the State. "^ Foreign insurance 
companies pay an annual tax on business done in the State. 

A corporation having its principal place of business without the 
State, but maintaining within the State branch stores, warehouses, 
or distributing depots for the sale of produce, goods, wares, and 
merchandise, is required to' pay for the use of the State an annual 
license tax of $10 for each and every county in the State in which it 
has such branch stores or depots, and, in addition, 10 cents for each 
$100 of the aggregate cost value of its goods, wares, merchandise, 
etc., received for sale in the State during the preceding year in 
excess of the sum of $5,000. " 

III. FINANCIAL RESULTS. 
Classification of Revenue. 

The proportion of total state taxes for state purposes derived 
from corporations for 1909 was 62 per cent. 

"Rev. Code, p. 69, as amended by Laws of Delaware, vol. 22, chap. 17 (1901). 
6 Rev. Code, p. 547. 
" See footnote d, p. 78. 

•^ Laws of Delaware, vol. 22, chap. 395, sec. i (1903). 

'Laws of Delaware, vol. 24, chap. 168 (1907), as amended by vol. 25, chap. 150 
(1909). 
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Total State Receipts, Taxes from Corporations, Other Taxes, and Receipts 
FROM Sources Other than Taxes, Year ended January, 1910.0 

Total state receipts, all sources $612, 334, 41 

Special taxes on corporations : 

Railroads ' $107, 125.00 

Telegraph and telephone (wire mileage and trans- 
mitters) 10, 247. 20 

Express 2, 728.,22 

Annual franchise tax *> 35, 026. 51 

Organization and other filing fees, paid secretary of 

state 75. 538. 77 

Licenses and fees paid state insurance commissioner " . 44, 740. 29 

Banks and banking associations <* 17, 100. 29 

Total state taxes from corporations 292, 506. 28 

Other taxes: 

Merchants', manufacturers', professional, and other 

licenses « 166, 574. 78 

Oyster revenue 5, 226. 43 

Collateral inheritance 3, 443. 79 

Automobile registration and licenses 5, 482. 00 

Civil commissions / 539. 00 

Total taxes not from corporations 181, 266. 00 

Total taxes for state purposes, all sources 473, 772. 28 

Receipts from sources other than taxes: 

Interest on railroad mortgages 9 11, 550. 00 

Dividends on bank stock? 45, 774. 75 

Sale of bonds 10, 000. 00 

Interest on bonds i7 2, 085.00 

Appropriation, U. S. Government, colleges of agricul- 
ture and mechanical arts 40, 000. 00 

General filing fees paid secretary of state '» 16, 718. 50 

Delaware State Hospital at Farnhurst 10, 592. 16 

Miscellaneous minor receipts i, 841. 72 

Total receipts from sources other than taxes 138, 562. 13 

Total state receipts, all sources 612, 334. 41 

a State Treasurer's Report, 1909. The figures here given include all funds, without 
duplications or refunds, as furnished in advance of printed report. 

6 On gross premiums and surplus of domestic life-insurance companies, on gross 
premiums of all other domestic insurance companies, and on authorized capital stock 
of other classes of corporations. 

c Foreign life-insurance companies pay 2 per cent on gross premiums from Dela- 
ware business, and other foreign insurance companies il4 per cent on the same. 

<* One-fifth of 1 per cent on capital stock, surplus, and undivided profits, less value 
of banking building. 

« Paid through the clerks of the peace in and for the several counties of the State. 
What part of this sum was paid by corporations and what part by individuals is not 
shown. 

/ Paid the secretary of state by state and county officers, justices of the peace, 
constables, and notaries pubHc. 
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IV. COMMENTS. 

Early Corporate Tax Legislation. 

The development of the present system of state taxation of 
corporations in Delaware may be said to have begun in 1820, when 
an annual tax on the capital stock of certain banks was exacted 
as a condition for the renewal of their charters. During the next 
half century a few special classes of corporations were taxed for the 
benefit of the State. 

Early tax legislation concerning railroads consists of many and 
varied provisions of special acts applicable to particular railroads, 
such as a complete exemption for a limited time, a loan, a tax of 
one-tenth of the earnings in excess of 10 per cent on the capital 
stock, and a tax based on the number of passengers carried. 

It was not until 1869 that corporations generally were taxed for 
state purposes. Under an act passed that year a tax of one-fourth 
of I per cent, based upon the cash value of shares of capital stock, 
was imposed upon both domestic and foreign corporations. This 
act, however, was repealed two years after its passage. 

Incorporating Business. 

The first general incorporation law, passed in 1883, was super- 
seded sixteen years later by a law very much broader in scope, and 
consequently more attractive to nonresident prospective incor- 
porators. This law is still in effect, and, by reason of its liberal 
provisions, has placed Delaware in the same class as New Jersey, 
Maine, West Virginia, and other States known as leading incor- 
poration States, with large success in obtaining revenue from 
both organization fees and annual taxes. 

At the time of the passage of this act, namely, March 10, 1899, 
the legislature also enacted the " annual franchise tax" law." The 
purpose of the latter act was to provide an annual state revenue 
from corporations. 

The annual aggregate revenue from both these sources increased 
from $36,000 in 1899 to nearly $153,000 in 1907, but by reason of 
certain amendments, hereafter referred to, receipts were materially 
reduced during the two years following. 

The State's income from organization fees varied considerably 
from year to year. In 1900 they approximated $71 ,000. In 1902 
they dropped materially, then rose again the following year, but 
in 1907 they had, by an irregular descent, dropped to a little less 
than $43,000. 

Page 73. 
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This decreased revenue from organization fees caused the belief 
that Delaware was losing its incorporating business. A desire to 
prevent this induced the legislature of 1 907 to so amend the general 
incorporation act and the annual franchise tax law as to materially 
reduce both the cost of organization and the rate of annual 
taxation. 

Receipts from the operation of the "annual franchise tax" law 
had steadily increased from $8,300 in 1900 to nearly $110,000 in 
1907. By reason of the amendment above referred to this revenue 
was greatly reduced, the receipts having shrunk to less than $61 ,000 
in 1908 and to $35,000 in 1909. 

The revenue from organization fees rose during the same years 
from $42,000 to more than $75,000. 

In commenting upon the lowering of costs and taxes as an addi- 
tional inducement to prospective incorporators, the State Revenue 
and Taxation Commission, in their report of 1909," said: 

"The sale of corporation charters at bargain prices by a State 
was always questionable from an ethical point of view and has now 
become such from a financial standpoint." 

Corporations which are Not Taxed. 

There are a large number of domestic corporations operating 
wholly without the State which are not taxed in Delaware. These 
admit of the following classification : 

First. Railroads (according to an opinion of the attorney- 
general) . 

Second. Telephone, telegraph, express, car, oil and pipe line 
companies incorporated after the passage of the franchise tax law. 

This second exemption is due to the wording of the act, which 
bases the tax on gross receipts within the State. Obviously such 
corporations operating wholly without the State can not be taxed. 

Third. Certain corporations incorporated prior to the passage 
of the annual franchise tax law of 1899. 

As before stated, this act especially provides that its terms shall 
not apply to corporations incorporated prior to its passage, and 
among the large number covered by this exemption are corpora- 
tions of considerable importance. 

Apparently it was not intended that these corporations should 
forever be relieved from the obligation of contributing to the 
support of the State. On the contrary, the existence of certain 
constitutional provisions was relied upon to allow the operation of 
this exemption to act as a temporary advantage only. 
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The. greater number of the corporations enjoying this exemption 
received their charters by special acts of the legislature. The con- 
stitution of 1 83 1 limited the lives of such charters to terms of 
twenty years, and the present constitution (adopted in 1897J 
absolutely prohibits the granting or renewing of charters by special 
act of the legislature, except for charitable purposes and the like. 

In view of the expiration, each year, of a number of these legis- 
lative charters, together with the above-mentioned prohibition 
and the liberal provisions of the general incorporation act, it was 
expected that the greater number of these corporations would 
renew their charters in Delaware and thus become subject to the 
annual franchise tax law. The first supposition was, in the main, 
correct, but that they could be taxed under this franchise tax law 
was denied by the courts in 1904." 

Shortly after the passage of this act a charter originally granted 
by the legislature was renewed under the general incorporation act. 
The proper state official instituted suit for the recovery of taxes 
levied under the franchise act, but the state supreme court held " 
that the renewal of the charter of a preexisting corporation under 
the provisions of the general incorporation law of March 10, 1899, 
does not create a new corporation, but only renews and extends the 
life of one in existence at the time, and does not subject such 
corporation to the payment of a tax under the annual franchise tax 
law. 

This decision permanently exempts this class of corporations 
from the operation of the annual franchise tax law in its present 
form. 

Stockholders and Bondholders. 

A law was in force from 1 871* to 1883"^ requiring shares of stock 
in foreign corporations owned by residents or corporations of the 
State to be returned for taxation. Another law was passed in 
1897, and afterwards amended, "^ taxing all stock and bonds, with 
certain exceptions, held by residents of Delaware; but it was 
declared unconstitutional a few years later on the technical ground 
that the subject of part of the act as amended was not included in 
the title.^ 

"■ Burris v. Jessup & Moore Paper Co., s Pennewill, 154 (1904). 
* Laws of Delaware, vol. 14, chap. 22 (1871). 
<! Laws of Delaware, vol. 17, chap. 236 (1883). 

<^Laws of Delaware, vol. 20, chap. 381 (1897), as amended by vol. 21, chap. 25 
(1898). 

« Equitable Guarantee and Trust Co. v. Donahoe, 3 Pennewill, 191 (1901). 
40084 — 10 7 
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The present constitution of the State prohibits the legislature 
from taxing the shares of capital stock of domestic corporations 
when owned by persons or corporations without the State ; " and 
there is no law in effect at present taxing any stock or bonds held 
by residents of the State. 

Railroads. 

A general passenger tax law was passed in 1864, but was a few 
years later declared void in so far as it affected interstate traffic. ^ 

In 1869 general laws were passed taxing the net earnings, the 
rolling stock, and the cash value of the capital stock of railroads. 
A year later the United States circuit court held that the tax on 
rolling stock was a restraint on interstate commerce, but sustained 
that portion of the law which taxed net earnings and capital 
stock.' The United States Supreme Court affirmed this decision 
as to the constitutionality of the provisions concerning net earn- 
ings and capital stock, that as to roUing stock not coming before 
them."* 

Pending the last-mentioned decision, and probably induced by 
the uncertainty of the outcome, the first of a number of special 
legislative acts, forming a peculiar feature of railroad taxation in 
Delaware, was passed. This first act was passed by the legisla- 
ture of 1873. It provided that the Philadelphia, Wilmington and 
Baltimore Railroad Company should be privileged to pay $40,000 
annually in lieu of all state taxes, and further, that the act was 
not to be construed to repeal or affect the existing laws as herein- 
before given, otherwise than to suspend the collection of taxes 
under them in any year in which the company pays the State the 
amount specified. 

Following this measure special acts were passed from time to 
time until similar privileges were given to all railroads operating 
within the State. 

An investigation of this method of railroad taxation was made 
by the State Revenue and Taxation Commission, who found "a 
peculiar and perhaps unparalleled state of facts." 

The following interesting history is quoted from page 26 et seq. 
of their report for 1 909 : 

" For the last thirty-five years, Delaware has suspended, without 
repeal or alteration, its general tax laws on railroad companies, 

« Page 72. 

6 State Treasurer v. P., W. & B. R. R. Co., 4 Houston, 158 (1871). 

c Minot V. P., W. & B. R. R., et al., 2 Abb. C. C. 323 (U. S. Circuit Court, 1870). 

d The Delaware Railroad Tax. i8 Wall. 206 CiStiI. 
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and has substituted a series of what may be termed special acts. 
This curious condition naturally suggests three questions : 

"First. What led to the adoption of this novel plan; 

"Second. Why was it continued ; and 

" Third. Should it be longer adhered to ? 

******* 

"First. * * * It has been urged before your commission 
* * * that the * * * commutation law of 1873 was the 
result of a compromise. * * * in support of this contention 
it is stated that during the period between the passage of the pas- 
senger tax law and the decision of the court limiting its effect to 
intrastate travel, the Philadelphia, Wilmington and Baltimore 
had paid into the state treasury for interstate travel, the aggregate 
sum of $307,345.70; and that, therefore, the said company became 
equitably entitled to demand the repayment to it of the said sum 
by the State. 

"That as the Supreme Court of the United States had not rendered 
its decision in favor of the State in relation to the net earnings and 
capital stock tax at the time the first commutation law was 
enacted, it was a matter of uncertainty whether the State would 
receive any taxes under said law; that consequently it was but 
natural the State should be willing if not anxious to accept a 
certain gross sum in lieu of the uncertain revenue which might 
or might not be obtained under said contested act. 

"Whether this concession was made because of the uncertainty 
of the results of the litigation before the Supreme Court of the 
United States, whose decision had not then been rendered, we 
are unable to say. Whatever may have been the reason, however, 
the commutation statute itself makes it clear that it is not intended 
to prevent future legislatures from imposing further taxation on 
the railroad company. 

"Second. Why was the plan of commuting railroad taxes to 
gross sums continued by the general assembly subsequent to 1 873 ? 
We have been unable to discover any except merely conjectural 
answers to this question. 

"Third. Should the plan of commutation be continued? The 
most conspicuous advantage of the policy lies in the fact that it 
tends to obviate the disturbing element of uncertainty and to 
assure to the State a certain and substantial revenue. * * * ■ 

"If an abandonment of the policy of the commutation of rail- 
road taxes by the payment of fixed sums means a return to the old 
passenger, net earnings, capital stock, locomotive, and car tax laws, 
which remain' unrepealed and suspended merely, then we are of 
opinion that the commutation policy should be adhered to. While 
we have not been able to secure the statistics by which to ascertain 
just what the railroads would have to pay the State to-day if those 
general laws were again set in operation, we believe that they 
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would be so great as to form a gross injustice to the companies. 
* * * We recommend, therefore, that the old laws shall not 
be resorted to, until at least a more thorough examination has been 
made to ascertain what the results would be. * * * It seems 
to us * * * that either a new general law taxing railroad 
companies should be enacted, or a new plan devised for the ascer- 
tainment of the gross commutation sums to be paid by such 
companies." 

The commission presented an argument favoring the taxation 
of railroads, either according to the market value of the capital 
stock plus the market value of the funded or bonded indebtedness, 
or by gross sum commutations, determined upon the basis of such 
market value, taxed at the average rate at which farm land is taxed 
for county and school purposes throughout the State. When, 
however, the railroad runs through but one county, the average 
rate on farm land in that county should be used. Farm land was 
suggested for the purpose merely to avoid complication of munici- 
pal taxes. 

Under this plan, it is stated, the aggregate taxes paid to the 
counties should be deducted from the amount to be paid by rail- 
roads to the State. But no deduction for municipal taxes should 
be made if the average rate is based on farm land. 

With respect to equalizing the base, the commission said : » 

" We would suggest that the base for the railroad tax be dimin- 
ished by such a percentage thereof as would form the average dis- 
count of the true value of real estate at which it is assessed for 
county taxes in the several counties of this State. This average 
discount can be arrived at with a fair degree of approximation with 
little difficulty. * * * 

" If the objections to farm land as a base for comparison seem 
too serious the average rate on all taxables and tax subjects may 
be substituted." 

The suggestions made for ascertaining the proper methods of 
taxing railroad companies, the commission said further, would 
also apply to other public-service corporations, such as telegraph,, 
telephone, and the like. *" 

Bibliography. 

The following is a list of the more important publications, in 
addition to the constitution, the statutes, and court reports, of 
value in the study of corporate taxation in Delaware : 

Reports of the State Treasurer, 1 899-1 909. 

Report of State Revenue and Taxation Commission, 1909. 

a Report of State Revenue and Taxation Commission, 1909, pp. 36, 37. 
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I. GENERAL VIEW. 
Chief Features. 

First. A tax based on gross receipts, paid principally by com- 
panies of a public-service nature. 

Second. All corporations (except steam railroads) are taxed by 
the State and locally upon the total assessed value of shares of 
stock, less deductions for real estate taxed. This capital-stock 
tax is merely the general property tax in its application to corpo- 
rations. 

General Property Tax. 

Corporations, domestic and foreign (except steam railroads), 
are taxed locally for both state and local purposes upon real 
property in the same manner as are individuals. Personal prop- 
erty of domestic corporations whose capital stock is subject to 
taxation is exempt. Personal property of foreign corporations 
is taxable. 

Steam railroads are not taxed on property for state purposes, 
but are taxed locally for local purposes on real and personal 
property in the same manner as individuals. 

Capital-Stock Tax. 

Domestic corporations (except steam railroads) pay a tax for 
state and local purposes, based on the assessed value of the entire 
capital stock of the corporation less exempted property and real 
estate. This tax may be charged by the corporations to the 
stockholders. The personal property of corporations paying it 
is exempt from further taxation, as is also the stock of such cor- 
porations in the hands of the holders. 

State Tax on Gross Receipts. 

A state tax is imposed upon the gross receipts of business done 
within the State by domestic and foreign steam railroad, oil pipe 
line, electric-light, electric, construction, and gas companies, 
sleeping-car companies, telegraph, telephone, cable, express, or 
transportation companies, and certain financial and insurance 
companies. Foreign fertilizer companies are also taxed under this 
provision. 
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Stockholders and Bondholders. 

Shares of stock in domestic corporations (except steam railroads) 
owned by residents and nonresidents are, under the capital-stock 
tax above described, taxed to the corporation, which may charge 
the amount of the tax to the stockholder. Stock in foreign cor- 
porations is taxed to the holders, as are also bonds and other 
securities in both domestic and foreign corporations. The shares 
in domestic and foreign steam railroad corporations subject to the 
gross-receipts tax and the local property taxes are exempt from 
taxation. 

Foreign Corporations. 

Real estate and personal property of foreign corporations are 
taxed for state and local purposes "as if the same belonged to a 
natural person." In addition to this, all foreign corporations, 
except those taxed upon gross receipt's, are subject to a special 
graduated tax based on capital employed in the State. 

Administration. 

State taxation is under the supervision of the State Tax Com- 
missioner, who acts also in an advisory capacity to the local taxing 
authorities. Local taxation is administered by the respective 
boards of county commissioners and the Appeal Tax Court of 
Baltimore." 

II. DETAILS AS TO THE CONSTITUTION AND THE 

STATUTES. 

Constitution. 

The Declaration of Rights requires that every owner of property 
shall pay taxes in proportion to its actual worth. The constitu- 
tion estabHshes broadly the general property tax as the policy of 
the State.'' It prohibits granting the credit of the State to 
individuals or to corporations. "^ It requires the legislature to 
provide for a tax upon revenues accruing to foreign corporations 

(J Sources of revenue in Maryland : 

Municipal and local districts. — (a) Direct tax on real and personal property; 
(b) municipal liquor-license tax; (c) business licenses; (d) fees, fines, etc. 

County. — (a) Direct tax on real and personal property; (6) county licenses; (c) 
fees, fines, etc. 

State. — (a) Direct tax on real and personal property; (6) inheritance tax; (c) 
corporation taxes; {d) business taxes and licenses; (e) tax on official commissions: 
(/) fees, fines, etc. 

t> Declaration of Rights, art. 15. 
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from business done within the State. " The legislature is prohibited 
from passing any local or special laws extending the time for 
collection of taxes.* The constitution also provides that "the 
personal property of residents of this State shall be subject to 
taxation in the county or city where the resident bona fide resides 
for the greater part of the year for which the tax may or shall be 
levied, and not elsewhere, except goods and chattels permanently 
located, which shall be taxed in the city or town where they are so 
located, but the general assembly may by law provide for the 
taxation of mortgages upon property in this State and the debts 
secured thereby in the county or city where such property is situ- 
ated." = 

Statutes. "^ 
Capital-Stock Tax. 

Domestic corporations, except steam railroads, are taxed on 
their personal property for state and local purposes, upon the basis 
of the entire value of the capital stock of the company, less 
exempted property, and less also the assessed value of the real 
estate. This tax carries the same rate for state purposes (namely, 
16 cents on each $100) as does other property, but the rate for 
county and municipal purposes varies in the different localities. 
Capital stock is assessed by the State Tax Commissioner. 

Every corporation is required to furnish the commissioners of 
the several counties, and also the appeals tax court of Baltimore, 
a list of all shareholders residing in their respective districts and a 
description of the corporation's real property situated therein. 
The real property is then assessed at its situs, and a record of this 
valuation sent to the State Tax Commissioner, who is directed to 
value capital stock as follows : He shall deduct the assessed value 
of such real property from the aggregate value ' of all shares of 
such corporations, and divide the remainder by the number of 

"Constitution, Art. Ill, sec. 58. 

^ Constitution, Art. Ill, sec. 33. 

<= Constitution, Art. Ill, sec. 51, as amended by acts of 1890, chap. 426, ratified by 
the people, November 30, 1 89 1 . 

<* Except as otherwise indicated, the references given herein are to the 1904 edition 
of the Code of PubHc General Laws. 

« In no case shall the stock of any corporation in the aggregate be valued at less 
than the full value of the real estate and chattels within the State, whether the said 
shares of stock are quoted ouvthe market or not. Code, art. 81, sec. 156. 

The practice of the State Tax Commissioner's office is as follows; When the earn- 
ings are 10 per cent or less, the tax is based on the reported assets; when earnings 
reach 25 per cent, the basis is double the reported assets; if 50 per cent, the amount 
of reported assets is multiplied by four, etc. 
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shares of capital stock, and the quotient shall be the taxable value 
of such respective shares for both state and local purposes." 

That this is, in theory, a general property tax is further empha- 
sized by the fact that the collection and use of the tax upon shares 
of stock for county and municipal purposes follows the stock- 
holders, each locality receiving the tax upon the shares of stock 
owned therein.* The assessed value of manufacturers' tools and 
machinery is deducted for corporations situated in counties where 
such property is exempt.'' It will be observed that there is no 
provision for deducting the value of real estate situated in another 
State, although it may be taxed there.'' 

The capital-stock tax for both state and local purposes is paid by 
the corporation, which may charge the same to the shareholder.* 
Some corporations actually do so charge it, and some do not. The 
State tax is payable to the State and the local taxes to the proper 
local authorities. The capital-stock tax upon shares in domestic 
corporations owned by nonresidents is payable in the locality in 
which the principal place of business of the corporation is situated./ 

o Code, art. 8i, sec. 159. 

A Maryland corporation of which a greater part of the stock was owned by non- 
residents, was required to pay taxes on the value of the shares of its capital stock, 
less the value of its real estate in Maryland. Held, That the State Tax Commissioner 
should certify to the county or city authorities the number and value of the shares 
of stock owned by residents and nonresidents for the purpose of local taxation, thereby 
affirming the judgment of the lower court, holding that the tax was legally assessed. 
American Coal Co. v. County Commissioners of Allegany County, 59 Md. 185 (1882). 
See also Mayor and City Council of Baltimore v. Canton Co., 63 Md. 218 (1884); 
Skinner Dry Dock Co. v. Baltimore City, 96 Md. 42 (1902). 

The fact that the capital stock is principally invested in patent rights does not 
exempt the shares of stock from taxation, or entitle the value of the patents to be 
deducted from the value of the shares. Crown Cork and Seal Co. v. State, 87 Md. 687 
(1898). 

* Code, art. 81, sec. 159. 

The act of 1900 giving Allegany County all the local taxes on all stock of its cor- 
porations, no matter where owned, is invalid, because it violates art. 3, sec. 51 of the 
constitution, which prescribes that personal property of residents of the State shall 
be subject to taxation in the counties where they reside. Shares of stock in Mary- 
land corporations are personal property, and when owned by residents of the State 
can be made liable to taxation only in the counties where the owners reside. Mayor 
of Baltimore v. County Commissioners of Allegany County, 99 Md. i (1904). 

c Code, art. 81, sec. 161. 

i The taxing of shares of stock was held not to be illegal because New Jersey real 
estate was included in determining their value. American Coal Co. v. The County 
Commissioners of Allegany County, 59 Md. 185 (1882). 

« Code, art. 81, sec. 159. 

/ Code, art 81, sees. 147 and 159. See also Corry v. City Council of Baltimore, 
96 Md. 310 (1903). 
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The tax under the above provisions is proportionately reduced 
if the corporation owns stock in another corporation, or a part of 
the state debt, or of the debt of the city of Baltimore, the taxes on 
which investments have already been paid or are payable." 

Personal property of domestic corporations whose shares are sub- 
ject to taxation under the capital-stock tax is exempt from further 
taxation. 

Railroad Companies — Tax on Gross Receipts. 

Foreign and domestic steam railroad companies pay a graduated 
tax based on domestic gross receipts per mile as follows : For the first 
$1 ,000 or less, iXper cent; from $1,000 to $2,000, 2 per cent; and 
2Xper cent upon gross receipts per mile above $2,000. ^ 

Railroads whose Unes are located partly within and partly with- 
out the State are taxed on such portion of the entire gross receipts 
as the length of their lines in the State bears to the total length of 
their lines wherever located. " 

The Baltimore and Ohio Railroad Company has a special con- 
tract with the State whereby it escapes the regular gross-receipts 
tax, and pays instead a tax of one-half of i per cent upon gross 
earnings in Maryland."* 

Steam railroads are specially exempt from further taxation for 
state purposes,* but are taxed locally for local purposes on real and 
personal property in practically the same manner as individuals./ 

" Laws 1906, chap. 467, amending Code, art. 81, sec. 160. 

''Laws 1906, chap. 712, amending Code, art. 81, sec. 164. "Gross receipts or 
gross earnings" as used in this statute do not include "any income derived from 
the investment of the capital or surplus of any of the corporations mentioned in 
said section, and in the case of the use of moneys received or deposited, they shall 
include only the difference between the receipts, earnings, or revenues derived from 
the use of such deposited moneys, and the interest paid on such deposits." Code, 
art. 81, sec. 166, as amended. Laws 1908, chap. 552, p. 241. 

''Laws 1906, chap. 712, amending Code, art. 81, sec. 164. 

''Laws 1878, chap. 155. 

"Code, art. 81, sec. 159. 

/Code, art. 81, sec. 189. 

A railroad company holding property in the city of Baltimore under a 99-year 
lease from the city is liable under the terms of the lease to pay all taxes, assessments, 
etc., but should be assessed only on the value of the leasehold estate. Such prop- 
erty is taxed in the same manner as property similarly held by individuals. Appeal 
Tax Court v. Western Maryland Railroad Co.; Same v. Union Railroad Co., 50 Md. 
274 (1878); P., W. & B. R. R. Co. V. Appeals Tax Court, 50 Md. 397 (1879). 
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Other Transportation Companies, Transmission and Electric-Light 
Companies — Taxed on Gross Receipts. 

The following corporations, domestic and foreign, pay a tax on 
gross receipts within the State "■ as follows : 

Telegraph or cable, express or transportation (except railroads, 
steam or electric) , and sleeping-car companies, pay to the State for 
state purposes a tax of 2}4 per cent; telephone and oil pipe-line 
companies, 2 per cent; electric-light companies, i per cent; electric, 
construction, and gas companies, i ^2 per cent. Domestic corpora- 
tions are in addition taxed on capital stock. 

The above law- (taxing gross receipts) makes no distinction 
between corporations and individuals engaged in similar employ- 
ment, except that foreign guano, phosphate, or fertilizer companies 
are taxed i }{ per cent under this act, while unincorporated concerns 
engaged in this business are not subject thereto. However, none 
other than corporations pay this tax. 

Licenses. 

In addition to the foregoing, an extensive system of special taxes 
and licenses is imposed upon certain business and professional pur- 
suits, to which corporations following such occupations are liable in 
the same manner as individuals. 

Stockholders and Bondholders. 

Stock in domestic corporations (except steam railroads) owned 
by residents * and nonresidents are taxed to the corporations under 
the provisions of the "capital-stock tax;" and the corporation 
paying the tax may charge the amount of same to the stockholder, 
who is exempt from further taxation on stock so taxed. 

Stock in foreign corporations, and bonds, domestic and foreign, 
are assessed at their actual value and taxed to the individual hold- 
ers at the rate of 16 cents for state purposes and 30 cents for local 
purposes. 

Stock of domestic corporations is taxed irrespective of whether 
divideiids have been paid, but stock in foreign corporations and 

"Laws 1906, chap. 712, amending Code, art. 81, sec. 164. The method of 
measuring gross receipts within the State is the same as that employed in the case 
of railroads (see p. 91). 

6 Stock in Maryland corporations when held by residents of this State can be 
taxed only in the counties where the owners reside. Mayor of Baltimore v. County 
Commissioners of Allegany County, 99 Md. i (1904). 
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bonds, domestic and foreign, are exempt when no dividends or 
interest is paid." 

Shares of stock, in domestic or foreign steam railroad companies 
liable to the state gross-receipts tax and the local property taxes, 
are exempt from all taxation.* 

Foreign Corporations. 

"Every foreign corporation, except * * * [those] paying 
a gross-receipts tax which maintains an office and regularly exer- 
cises its franchise in this State, shall * * * pay to the state 
treasurer for the use of the State * * * $25 for every full 
$50,000 of capital employed by it in this State up to $500,000, but 
in no case less than $25 ; if the amount of such capital is more than 
$500,000 and not more than $5,000,000, then an additional amount 
equal to one-fortieth of i per cent on the excess ; and if more than 
$5,000,000, then an additional amount at the rate of $30 for every 
million dollars' of such last-named excess." <= 

Foreign corporations pay also the tax on real estate and personal 
property for state and local purposes " as if the same belonged to a 
natural person.""* Foreign steam railroad companies, subject to 
the gross-receipts tax, are exempt from state taxation on real and 
personal property.* 

III. FINANCIAL RESULTS. 
Classification of Revenue. 

The proportion of total state taxes for state purposes derived 
from corporations for 1909 was 32 per cent. 

Total State Receipts, Taxes from Corporations, Other Taxes, and Receipts 
FROM Sources Other than Taxes, Year ended September 30, 1909./ 

Total state receipts, all sources $5, 400, 104. 69 

Special taxes on corporations: 

Gross receipts $642, 385. 59 

Capital stock 107, 592. 59 

Insurance 256, 271. 24 

<2 Code, art. 81, sees. 2, 159, and 210. 

The taxation of personal property located in this State, belonging to a foreign 
corporation, and of the stock of such corporations owned by and taxed to a resident 
holder, is not unconstitutional as being double and unequal taxation. The tax on 
the tangible property of a corporation is a tax on the corporation; but the tax on 
the shares of stock is a tax on the individual. William Wilkins Co. v. Baltimore, 103 
Md. 293 (1906). 

^Code, art. 81, sec. 159. 

"Code, art. 23, sec. 70, as amended by Laws 1908, chap. 240, p. 53. 

''Code, art. 23, sec. 72, as amended by Laws 1908, chap. 240, p. 53. 

'Code, art. 81, sec. 159. 

/Report of Comptroller of the Treasury, 1909, p. 2. 
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Special taxes on corporations — Continued. 

Bonus on corporations" $36, 471. 52 

Foreign corporations, tax 10, 258. 39 

Foreign corporations, fees 6 4, 045. 80 

Savings banks 5i> 148- 44 

Penalties on corporations 231. 35 

Total state taxes from corporations $1, 108, 404. 92 

Other taxes: 

Liquor i, 332. 964- 74 

Inheritances 257, 089. 17 

Baltimore city stock 42, 982. 25 

Traders' licenses 210, 594. 74 

Other licenses 138, 147. 03 

Executors and administrators 59, 842. 83 

Civil commissions 1, 203. 50 

Protests 1 , 037. 00 

Mortgages 8.52 

Total taxes not from corporations 2, 043, 869. 78 

Less portion of liquor tax returned to Baltimore. . 960, 192. 26 

State's share of taxes not from corporations i, 083, 677. 52 

General property tax 1, 255, 359. 8g 

Total taxes for state purposes, all sources 3, 447, 442. 33 

Receipts from sources other than taxes: 

State road loan 640, 830. 00 

Interest 117, 440. 6i 

Fees, fines, and forfeitures 171, 128. 19 

Miscellaneous 63, 071. 30 

Total receipts from sources other than taxes 992, 470. :o 

Total state taxes and receipts for state purposes 4, 439, 912. 43 

Total receipts distributed to cities 960, 192. 26 

Total state receipts, all sources 5, 400, 104. 69 

From the above table it will be observed that the State collects 
from corporations about 32 per cent of its taxes for state purposes. 
The capital-stock tax, while on its face a state-revenue tax, goes 
almost wholly into the public-school fund and is distributed to 
the public schools throughout the State. The principal item of 
corporate taxation for state purposes is the tax on gross receipts, 
which, since the enactment of the present gross-receipts tax pro- 
vision in 1906, has brought to the State a substantial income. 
The following table shows the increase from this source of revenue 
in the period 1903 to 1909, inclusive. The table is for the fiscal 
years ending September 30. 

" Organization fee of one-eighth of t per cent on authorized capital stock. 
* Fee of $25 paid by certain foreign corporations for a certificate that they are 
entitled to engage in business in Maryland. 
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Statb Revenue prom Gross-Receipts Tax." 



1907 $678,675.87 

1908 715, 602. 72 

1909 642,385.59 



1903 1^297, 466. 34 

1904 428,385.34 

1905 462, 286. 21 

1906 581,823. 55 

Next in importance, from the standpoint of state revenue de- 
rived from corporate taxation, is the amount collected from insur- 
ance companies, which, in 1909, amounted to $256,271.24, and 
this, together with the tax on savings-bank deposits (in 1909, 
$51,148.44) constitutes most of the remainder of the state revenue 
from corporate taxation. 

IV. COMMENTS. 

Development of the Capital-Stock Tax. 

The first step taken in corporate taxation in Maryland was in 
1 841, when a tax was placed on capital stock of domestic corpo- 
rations held by nonresidents. '' A year later this provision was 
extended so as to include all stock in domestic corporations 
wherever owned. " Both of these acts require the corporation to 
withhold from dividends the amount of this tax. 

This provision did not establish any method for valuation, 
but left it to be ascertained by the general assessors, as provided 
under the act of March, 1841. The county and municipal taxes 
were not within the acts and consequently continued to be col- 
lected from the shareholders. In 1847,'' it was provided that 
the county commissioners" of the counties in which corporations 
were situated should place a valuation upon the stock of the cor- 
porations in their respective counties after giving opportunity 
to the president of every corporation to produce evidence of 
the value of the stock in his corporation. The assessed value of 
the real and personal property of the corporation was then to 
be deducted from this valuation of the stock and the remainder 
was to be the valuation of the capital stock for the purpose-s of 
state, county, and municipal taxation. While this method pro- 
vided for the assessment of franchises, good will, and assets not 

" Amounts for years 1903-1907, inclusive, taken from report of Comptroller of the 
Treasury, 1907, p. vi. Amounts for 1908 and 1909 from reports of Comptroller of the 
Treasury for those years. 

* Laws 1841, chap. 23, sec. 17. 

''Laws 1841, chap. 281; laws 1843, chap. 289. 

''Laws 1847, chap. 266, sec. 5. 

' In certain counties, the levy courts or appeal tax courts. 
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covered by the general property tax, the local taxes on capital 
stock were still collected from the shareholder. This act further 
provided that the corporation pay the state tax on capital stock 
whether 6r not the corporation had earned any profits. 

To facilitate the collection of local taxes, it was provided that 
all corporations furnish to the county commissioners'" of the county 
in which stockholders resided, a list of stockholders and the 
amount of stock held by each, but this report was not necessary 
if the corporation arranged to pay the county and municipal tax 
on capital stock without recourse to the stockholders. There 
was no material change in the provision from 1848 to 1872, when 
a provision was adopted for the annual assessment of stock in 
domestic corporations, and in 1874'' article 81, "Revenues and 
Taxes," of the Code was repealed and reenacted with some slight 
changes, among the most important being the addition of a pro- 
vision that the county and municipal tax on capital stock owned 
by nonresidents should be collected from the corporations, which, 
in turn, were authorized to charge the amounts so paid to the 
stockholders. It was not tmtil 1878,'^ however, that the county 
and municipal taxes on capital stock were put upon the same 
footing with the state taxes. In 1878 the office of State Tax 
Commissioner'' was created, and it was directed that the taxes 
assessed for state, county, and municipal purposes upon shares 
of capital stock be collected from the company. 

In 1877 the tax on shares of stock and also on the real and per- 
sonal property of corporations was held by the court of appeals^ 
to be double taxation and unconstitutional. In 1878 and 1880 
the statute was changed to conform to the decision by providing 
that the assessed value of the real estate situate in Maryland and 
belonging to domestic corporations should be deducted from the 
aggregate value of the capital stock. The tax on capital stock is 
thus made a tax on the personal property only of the corporation, 
and is designed to reach all kinds of personal property, tangible and 
intangible. 

" In certain counties, the levy courts or appeal tax courts. 

b Chap. 483. 

c Somewhat amended in 1880. 

<*LawS 1878, chap. 178. 

« In attempting to tax a bank on property and capital stock, it was held that to 
tax the property and capital stock at the same time would be double taxation and 
contrary to the organic law of the State. County Commissioners of Frederick County 
V. Farmers' and Mechanics' Bank of Frederick, 48 Md, 188 (1877). 
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Steam railroads paying the gross-receipts tax are" expressly 
exempt from the tax on capital stock. Electric railroads, how- 
ever, are not subject to the gross-receipts tax, but pay the capital- 
stock tax. 

Gross-Receipts Tax. 

The gross-receipts tax of 1872 was the first passed in Maryland. 
It applied to railroads only and remained in force until the passage 
of the general gross-receipts tax act of 1894. This law, although 
having undergone frequent changes, is still in effect. It is a source 
of considerable revenue to the State and now embraces all classes 
of public-service corporations, except electric-railway companies. 
Another exception is the Baltimore and Ohio Railroad, which in 
1878 was released from all state taxation other than a special tax 
of 1^2 per cent upon gross receipts in Maryland.* 

Shares in Foreign Companies. 

The Maryland Tax Commission of 1888,'^ in its report to the 
general assembly, proposing interstate comity throughout the 
Union for the taxation of stock in nonresident corporations,'' says: 

" The corporation being the creature of the State, and usually 
deriving its opportunities for revenue from the place where it is 
located, and as it is much more practicable for the State, within 
which such place is, to compel a full disclosure of the shares of 
capital stock and to collect the taxes thereon, and as the share in 
the hands of the stockholder really represents only a right to 
share in the management and participate in the profits of the 
corporation, and as the capital of which that share is deemed to 
represent a part, is really located at the situs of the corporation, we 
believe that according to sound policy as well as sound principle, 
the stock of corporations should be taxed where the corporation 
is located. But as we would not put the stock of our Maryland 
corporations at a disadvantage with those of other States by 
refraining from taxing the stock of all nonresident corporations, 
while we tax the stock of our own, thus subjecting the nonresident 
holders of stock in Maryland corporations to double taxation in 
case they are required to return such stock and pay taxes on it at 
the place of their residence, we propose to refrain from levying 
taxes on stock in the corporations of such States as do not impose 
a tax upon the stock of our corporations in the hands of residents 

"Code, art. 8i, sec. 159. 
6 Laws 1878, chap. 155. 

« Report of Maryland Tax Commission, 1888, pp. 66-67. 

<* See discussions of this subject, Vermont and Massachusetts, Part I, pp. 83, 84, 
and 107. 
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of their State ; still providing, however, for the protection of the 
stock of Maryland corporations in the markets of other States, by- 
requiring that if the tax rate in such other States as do not tax 
the stock of Maryland corporations are lower than our tax rates, 
the difference shall be levied upon the shares of stock of corpora- 
tions of such States in the hands of our citizens. We do not wish 
to make the State of Maryland a better market for the stock of 
nonresident corporations than for the stock of home corporations. 
******* 
"We hope such a provision will bring this subject to the atten- 
tion of other States in such a practical way as to suggest similar 
action on their part, and finally result in a general policy of inter- 
state comity throughout the Union, which, by taxing stock 
through the instrumentality of returns and payment by the corpo- 
ration itself, will take a large mass of property out of the list of 
invisible and intangible property, and by that much, reduce the 
general difficulty and loss of state revenue from such property. 
Our present Maryland system of taxing stock in domestic corpora- 
tions ought to commend itself throughout the country as both fair 
to the taxpayer and as insuring the payment of taxes. We regret 
that the decisions of the United States Supreme Court, already 
referred to in this report, prevent a similar amendment with refer- 
ence to the bonds of nonresident corporations, to that we have 
proposed concerning their stock."'' 

Bibliography. 

The following is a list of the more important publications, in 
addition to the, constitution, the statutes, and court reports, of 
value in the study of corporate taxation in Maryland : 

Report of the Maryland Tax Commission to the General Assem- 
bly, January, 1888. 

Corporation Laws of Maryland', 1908, by Henry W. Williams. 

Taxation in Maryland, 1900, by Thomas Sewall Adams. (Johns 
Hopkins University Studies, Vol. 18.) 

Reports of the Comptroller of the Treasury of Maryland, 1907 
and 1908. 

Report of the State Tax Commissioner of Maryland, 1908. 

o The decisions in question held that the bonds of corporations, wliich are mere 
choses in action, and only confer a right to sue, have no situs independent of the 
domicile of the owner, and can not be taxed except at the place of his residence. 
State Tax on Foreign-Held Bonds, 15 Wall. 300 (1872); Kirtland v. Hotchkiss, 100 
U. S. 491 (1879). 



DISTRICT OF COLUMBIA. 

I. GENERAL VIEW. 
Chief Features. 

First-. The broad application of the general property tax. 

Second. A special tax on the gross earnings (or receipts) of cer- 
tain classes of corporations. 

Third. The absence of any tax against the holders of shares of 
stock, bonds, or other corporate securities, upon such holdings. 

Property Tax. 

The general rule is that the real and personal property of both 
domestic and foreign corporations is taxed like that belonging to 
individuals. Corporations paying a gross-earnings or gross- 
receipts tax do riot, in addition, pay on personalty under the 
general personalty tax provision. 

Corporation Tax for Special Classes. 

Certain public-service corporations (gas, electric lighting, and 
telephone companies) pay a tax on gross earnings, while street-rail- 
way companies pay a tax on gross receipts." 

Tax on Capital Stock ; at Present Inoperative. 

There is provided a tax against the corporation upon the capital 
stock " appraised in bulk at its fair cash value, " less value of taxed 
real estate, of corporations " organized in the District of Columbia " 
and corporations organized outside the District "chiefly for the 
purpose of and transacting business within" the District; but, as 
is shown hereinafter, no corporations pay this tax. 

Subject only to General Property Tax. 

There is no special tax on steam-railroad, telegraph, steamboat, 
canal, express, and car companies, and none on "business com- 
panies " and manufacturing companies. 

'^ Certain leading financial corporations, contributing a large percentage of the 
corporation tax of the District (banks, trust companies, and building associations) 
are taxed on gross earnings, while bonding, abstract, and title-insurance companies 
pay upon gross receipts, and "insurance companies, except mutual fire insurance,'' 
upon premium receipts. 

40084 — 10 8 99 
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Foreign Corporations. 

There is no separate tax for foreign corporations operating in the 
District. 

Stockholders and Bondholders. 

Stocks, bonds, and other corporate securities of domestic and 
foreign corporations are not taxed to the holders. Tangible per- 
sonalty only is taxable. 

Administration. 

The tax laws of the District are administered by the Assessor and 
the Board of Assistant Assessors. "" The assessments are finally 
approved'' by the Commissioners of the District. 

ii. details as to the constitution and the 
sta'tutes. 

Constitution. 

Under the Constitution of the United States <^ Congress has the 
exclusive power to legislate for the District of Columbia. 

Statutes. '^ 
General Property Tax. 

" Hereafter all real estate in the District of Columbia subject to 
taxation, including improvements thereon, shall be assessed at not 
less than two-thirds of the true value thereof, and shall be taxed 
one and one-half per centum upon the assessed valuation thereof 

^ H= :{: e 

" On all tangible personal property, assessed at a fair cash value 
(over and above the exemptions provided in this section) , including 
vessels, ships, boats, tools, implements, horses, and other animals, 
carriages, wagons, and other vehicles, there shall be paid * * * 
one and one-half per centum on the assessed value thereof, "f 

"■ 19 U. S. Stat. 400; 20 U. S. Stat. 104; 21 U. S. Stat. 460; 28 U. S. Stat. 282 
and 32 U. S. Stat. 617. 

Sources of revenue. — ^The main general sources of the funds (aside from the direct 
appropriation each year by Congress; see Financial, p. 105) to meet the expenditures 
of the District are the general property tax, the tax based upon gross earnings (or 
gross receipts, as the case may be) of certain public-service and financial corporations, 
and licenses. 

b 28 U. S. Stat. 284. 

c Art. I, sec. 8, cl. 17. 

<* The provisions of law governing the taxation of corporations in the District are 
found in United States Statutes at Large and, to some extent, in the charters of 
such corporations. 

« 32 U. S. Stat. 616, sec. 5. 

/32 U. S. Stat. 618, par. 2. 
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The more important statutes providing special taxation of corpo- 
rations specifically state that realty shall be taxed, but the general 
personalty tax is not regarded as applicable to such specially taxed 
corporations, i. e., those paying a tax on gross earnings, gross 
receipts, premium receipts, etc." 

Corporations Subject Only to General Property Tax. 

Corporations not specially taxed (and thus left subject to the 
general property tax only) include business companies, manufac- 
turing companies, and important classes of the public-service 
group. 

" Business companies which, by reason of or in addition to incor- 
poration, receive no special franchise or privilege"'' are taxed "as 
individuals conducting business in similar lines."'' The word 
"business" is construed to include manufacturing corporations. 

Steam-railroad, steamboat, canal, telegraph, express, and car 
companies are subject only to the general property tax. 

The steam roads are taxed on tangible personal property located 
within the District, and .realty, including land and improvements. 

Steamboat companies pay upon vessels, ships, and boats as per- 
sonalty, by express provision in the general property tax law."* 
Their realty is also subject to the general property tax. 

The Chesapeake and Ohio Canal Company is assessed and taxed 
upon certain realty holdings not used in the canal business, other 
real estate owned by it having been exempted by express provision 
of law.' By the act incorporating this company the canal "and 
all other works" connected therewith are "forever exempt from 
the payment of any tax, imposition, or assessment whatsoever."/ 

Telegraph companies are taxed "under the head of real estate 
upon overhead wires supported by poles, conduits, and under the 
head of personalty upon office furniture, fixtures, implements, 
machinery, instruments, etc."" 

" 32 U. S. Stat. 619 et seq. ; 33 U. S. Stat. 563 et seq. It is important to note in 
this connection that most of the provisions of the gross-earnings tax, the gross- 
receipts tax, the premium-receipts tax, etc., occur in the statutes under "Taxation of 
personal property." 

6 There is none enjoying special privileges. 

<: 33 U. S. Stat. 564. 

<«32 U. S. Stat. 618. 

« Assessor's Report for 1907, p. 10. 

/4 U. S. Stat. 796; 4 U. S. Stat. 802. 

g Assessor's Report for 1907, p. 10. 
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Gross-Earnings Tax, Gross-Receipts Tax, etc. 

The most important form of corporate taxation is the tax upon 
the gross earnings (in one case, gross receipts) of certain public- 
service corporations and financial corporations. 

Street-railway companies pay 4 per cent per annum "on their 
gross receipts and other taxes as provided by existing law."'* The 
words "gross receipts," as appUed to these companies, mean 
"gross receipts within the District of Columbia."^ The words 
"other taxes" mean the general taxes levied upon the real prop- 
erty of the street-railway companies, including land and improve- 
ments ; but the tracks of street-railway companies are not assessed 
as real estate, being regarded as occupying "public space as a 
franchise, the tax upon which is construed to be included in the 
personal tax of 4 per cent per annum upon the gross receipts. "'' 

"A thorough examination shows that a majority of the original 
charters of the various lines in the District contain a specific pro- 
vision that the tracks shall not be assessed as real estate." " The 
law is ambiguous with regard to the tracks of some of the street- 
railway companies. 

Telephone companies are taxed 4 per cent per annum on gross 
earnings,'^ and in addition upon realty, including overhead wires 
and supporting poles.'' 

Electric-lighting companies pay 4 per cent per annum on gross 
earnings,'' and also the general property tax upon real estate, in- 
cluding conduits, poles, lamps, etc. 

Gas companies are taxed 5 per cent per annum on their gross 
earnings,'^ and in addition the real estate owned by them in the 
District " shall be taxed as other real estate in said District." 
Tax on Capital Stock/ 

There is no yield from this tax, because (1) although the law in 
terms applies to "all corporations, other than those herein provided 

o 32 U. S. Stat. 619. These companies also pay about $30,000 per annum in 
salaries to crossing policemen. 

b 33 U. S. Stat. 564. 

c Assessor's Report for 1907, p. 9. 

d2,2 U. S. Stat. 619. 

« Assessor's Report for 1907, p. 10. 

/There is provided a tax of ij4 per cent per annum of the assessed valuation of 
the capital stock " of all corporations, other than those herein provided for, organized 
in the District of Columbia or under the laws of any of the States or Territories of the 
United States chiefly for the purpose of and transacting business within the District 
of Columbia * * * but from the assessed valuation * * * shall first be 
deducted the value of any and all real estate owned by such corporation in said 
District, which real estate shall be separately taxed against said corporation." (32 
U. S. Stat. 619, par. 8.) 
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for," etc., "business companies" (which term is construed to 
include manufacturing corporations), unless enjoying special 
privileges, are taxed as individuals, and there is apparently none 
enjoying special privileges; (2) the public-service corporations 
pay a gross-earnings or gross-receipts tax, or (as in the case of the 
steam railroads, telegraph, steamboat, express, and car companies) 
are not organized " chiefly for the purpose of and transacting busi- 
ness within" the District; (3) the leading financial corporations 
pay a gross-earnings or premium-receipts tax, etc.; (4) the only 
company subject to the capital-stock tax, even in theory, is the 
Washington Terminal Company, and in that case the valuation of 
the real estate exceeds the valuation of the capital stock, the result 
being that the capital stock can not be taxed. 

Stockholders and Bondholders. 

Stocks, bonds, and other corporate securities of domestic and 
foreign corporations are not taxed to the holders. This class of 
property is construed as not within the purview of the general tax 
provision relating to personal property." 

Foreign Corporations. 

There is no separate tax for foreign corporations operating in 
the District. Foreign corporations organized, "chiefly for the 
purpose of and transacting business within" the District fall, 
technically, under the provision for a tax on capital stock, above 
described,'' unless they are "business companies" or tmless they 
come within the gross-earnings or gross-receipts tax, etc.; but 
there are no foreign corporations paying the capital-stock tax. 

Foreign corporations, such as steam-railroad, steamboat, tele- 
graph, express, and palace-car companies, are subject to the 
general property tax. 

" See p. 100. t> See " Tax on capital stock" above. 
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III. FINANCIAL RESULTS. 

Classification of Revenue. 

The proportion of total District taxes derived from corporations 
for 1909 was 16 per cent. 

Total District Rbcbipts, Taxes from Corporations, Other Receipts, and 
General Property Tax, Year ended June 30, igogfi 

Total District receipts, all sources $13, 837, 260. 70 

Special taxes on corporations : 6 

On gross receipts — 

Street railways <: $i77> 944- 98 

Insurance companies'* 82, 311. 98 

On gross earnings — 

Gas companies 106, 015. 99 

Electric light 50, 470. 03 

Telephone 42, 774. 75 

National banks 91, 481. 58 

Trust companies 74, 036. 72 

Building and loan associations 17, 184. 32 

Incorporated savings banks 7, 444. 41 

Total special taxes from corporations 649, 664. 76 

General property tax on corporations : 6 

Steam railroads 149, 419. 77 

Street railroads 22, 622. 73 

Gas companies 41, gi6. 57 

Electric light 12, 675. 21 

Telephone 14, 658. 93 

Telegraph i , 008. 30 

Steamboat 11, 229.00 

Total general property tax on above corporations 253, 530. 51 

Total District taxes from corporations 903, 195. 27 

Other taxes: 

Liquor licenses 464, 898. 10 

Miscellaneous licenses (less $82,311.98 for insur- 
ance companies listed above under corporation 
taxes) 116, 014. 22 

General property tax « 4, 298, 308. 16 

Total taxes not specially from corporations 4, 879, 220. 48 

Total taxes for District purposes 5, 782, 415. 75 

o Report of District Auditor, 1909, pp. 13 and 22. Report of District Assessor, 
1909, pp. 73 and 76. 

6 These amounts are the taxes levied and not those collected. The collections 
are practically the same as the taxes levied. 

<= $11,778.20 of this amount is a tax for the use of highway bridges. 

<2 A small part of this comes from license fees of insurance agents. 

« Part of this comes from corporations, but it is impossible practically to ascertain 
the amount thus received. 
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Receipts from sources other than taxes: 

Market rents $28, 078. 87 

Miscellaneous rents ; 10, 454. 60 

Fines 8,573.81 

Fees 103,473- 81 

Miscellaneous collections 125, 080. 48 

Cash collection on account of several trust and 

special funds i, 284,023.91 

Amount appropriated by Congress for District 

purposes 6, 226, 218. 76 

Advances by United States for shortages in Dis- 
trict revenue 268, 940. 7 1 

Total receipts from sources other than taxes $8, 054, 844. 95 

Total District receipts, all sources 13, 837, 260. 70 

In explanation of the item "Amount appropriated by Congress 
for District purposes, $6,226,218.76," it should be noted that half 
the funds used for the expenses of the District government 
come from the revenues of the District, and half "out of any 
money in the Treasury not otherwise appropriated." "The 
property of the United States and of the District of Columbia " is 
not assessed." 

IV. COMMENTS. 

Percentage of Special Taxes Paid by Public-Utility and Financial 
Corporations. 

As shown in the preceding financial table, the leading public- 
service and principal financial corporations paid, during the fiscal 
year 1909, special taxes amounting to $649,664.76. About 58 
per cent of this was paid by the public-service and 42 per cent by 
the financial companies. 

The total amount of taxes (special and property) paid by the 
larger public-service companies is equal to about 1 1 per cent of the 
District revenues.* 

" The organic act of June 11, 1878, provides: "To the extent to which Congress 
shall approve said estimates (of the Commissioners of the District of Columbia) Con- 
gress shall appropriate the amount of 50 per centum thereof; and the remaining 50 per 
centum of such approved estimates shall be levied and assessed upon the taxable prop- 
erty and privileges in said District other than the property of the United States and 
of the District of Columbia." (20 U. S. Stat. 104; see also Reoort of Auditor of Dis- 
trict of Columbia for 1908, p- 7.) 

Each separate appropriation act providing for the expenses of the government of 
the District since the passage of the organic act of June 11, 1878, has contained the 
following provision: "That the half of the following sums named, respectively, is 
hereby appropriated, out of any money in the Treasury not otherwise appropriated, 
and the other half out of the revenues of the District of Columbia." (Auditor's 
Report, 1908, p. 7.) 

6 Assessor's Report, 1909, p. 76. 
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In referring to the increase, amounting to $55,570, in 1909 Over 
1908 in the entire personal-tax assessment of the District, the 
Assessor shows that more than $39,000 of this increase was due to 
the increase in the amount of gross-earnings taxes of the various 
public-utility corporations which are subject to special taxation." 

Extension of the Property Tax. 

The assessment of the service pipes and meters of gas companies 
and the investigation as to the legality of the taxation of service 
wires and meters of electric-light companies ^ indicate the efforts 
of the assessor's office to increase legitimately and materially the 
revenue from the general property tax as applied to these public- 
service corporations. Similar steps were subsequently taken with 
reference to the property of other corporations of this group, 
notably the rolling stock of steam railroads, etc. 

History — Four Periods. ' 

The history of the taxation of corporations in the District of 
Columbia, including the taxation of shares of stock and bonds in 
the hands of the holders, may be divided, for convenient considera- 
tion, into four periods: The first period beginning with the year 
1849, when shares of stock, bonds, etc., were, by specific provision, 
made subject to assessment against the holders; the second 
beginning with 1871, when, under a provision imposing licenses, 
etc., certain corporations were required to make payments in the 
nature of a capital-stock tax, gross-earnings tax, or gross-receipts 
tax; the third period beginning in 1876, when a capital-stock tax 
was specifically provided; and the fourth beginning in 1888, when 
new street-railway charters contained specific provision for a 
gross-earnings tax. 

First Period, 1849 to 1871. 

In 1849 it was enacted'' that "all stocks which may be owned 
and possessed by any person whatever" in any "incorporated or 
unincorporated company, * * * all bonds and mortgages; 
all stocks of all kinds;" and "all public and private securities," 
should be liable to assessment. "Articles manufactured in this 
city, in the hands of the manufacturer," were made exempt. A 

" Assessor's Report, 1909, p. 74. 

6 Assessor's Report, 1907, pp. 9 and 10. 

- In view of the fact that there is no single work covering the history of the taxation 
of corporations in the District of Columbia, it was necessary to go to original sources 
and the subject is therefore presented somewhat fully. 

d Sheahan, Corporation Laws of the City of Washington, 1853 (Digest), pp. 41 et seq. 
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detailed list of securities was also made exempt, and an examina- 
tion of that list discloses the difficulties which were encountered by 
the administrators of these laws in endeavoring to secure a basis 
for the assessment and collection of this tax. 

As late as 1868 these provisions as to the taxation of bonds, 
shares of stock, and other securities had remained practically 
unchanged." The words (in italic above) " all stocks of all kinds " 
had been changed in i860 to read "all stocks of all kinds, foreign 
apd domestic, held or owned by the inhabitants of the city of 
Washington." It can not be found, however, that any material 
change had been made in the method of taxing securities. 

Second Period, 1871 to 1876. 

Meantime, nothing had been done toward specially taxing cor- 
porations themselves. A start in that direction was made in 1871 , 
when the legislative assembly passed an act imposing licenses, etc., 
which required certain corporations to make payments in the nature 
of a capital-stock tax, a gross-earnings tax, or a gross-receipts tax.* 
"Banks and bankers," for example, were required to pay annually 
50 cents on each thousand dollars of capital invested. Insurance 

o Webb, Laws of the Corporation of the City of Washington, 1868 (Digest), p. 10. 

6 The date of this act was August 23, 1871. It provided, " that in consequence of 
the increase in the rates of license over the old laws and ordinances of Washington, 
Georgetown, and the levy court, the tax on personal property shall be seventy cents 
on each and every hundred dollars; Provided, That the tax on bonds, promissory 
notes, and other securities bearing interest shall not exceed five per cent upon the 
income thereof." (Sec. 23.) 

Banks and bankers were required to pay annually 50 cents on each $1,000 of capital 
invested. This included incorporated and other banks. Savings banks having no 
capital stock, " whose business is confined to receiving deposits and loaning or invest- 
ing the same," were required to pay monthly a tax of one-twentieth of i per cent on 
the amount of deposits, while an annual tax of $50 was imposed on provident institu- 
tions receiving deposits and loaning and investing solely for the benefit of depositors. 
"Manufacturers of illuminating gas" (sec. 21, par, 45) were required to pay a tax of 
$500 annually. 

The act provided (sec. 22) that " for the purposes of this act the word ' person' shall 
signify and include firms, corporations, or companies." 

Certain businesses were specifically taxed, or required to pay license fees, and 
"dealers in merchandise of any kind whatever, not otherwise provided for," were 
required to pay $4 per annum on each $1,000 of capital invested (sec. 21, par. 20), 
the words "capital invested" being defined as "average capital invested, cash and 
credit, during the preceding year; or, if the business is just begun, the actual capital 
at the time." (Sec. 16.) Under this act, fire-insurance companies paid 50 cents 
per annum on each $1,000 invested, life-insurance companies the same. Section 21, 
paragraph 31, provides that insurance agents " shall pay annually fifteen dollars, and, 
in addition, a monthly tax of one per centum on the gross receipts of such agency." 
Section 21, paragraph 38, provides an annual payment of $25 by real-estate agents 
and a monthly tax of one-fourth per cent on gross receipts. 
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agents were required to pay "annually $15, and, in addition, a 
monthly tax of i per centum on the gross receipts of such agency;" 
real-estate agents, $25 per annum, and "a monthly tax of one- 
fourth per cent on gross receipts." "Manufacturers of illumi- 
nating gas" paid a tax of $500 annually under this act. The 
word "person," it was prescribed, should "signify and include 
firms, corporations, or companies." 

Third Period, 1876 to 1888. 

No further material change was made in the methods of taxing 
corporations or corporate securities until 1876, when it was pro- 
vided that the capital stock "of all corporations in said District 
(not herein exempted) ' ' should be liable for a tax upon its appraised 
value, the value of the real estate having first been deducted." 

In the list of property exempt from taxation under this tax were 
(sec. 8) "goods, chattels, and other personal property owned by 
persons domiciled in said District but whose legal residence is out 
of the said District, and which property is taxed elsewhere." 
This exemption would seem to cover bonds. The act also ex- 
empted "the stock (so far as the individual owner is concerned) 
of any corporation which is taxed on its capital in said District." 

In the act for the support of the District government for the 
fiscal year ended June 30, 1877,* the provision just mentioned was 
omitted, but the words "and the shares in the same shall not be 
assessed against the individual owners thereof," were inserted in 
the provision for the tax upon capital stock; and the act for the 
following fiscal year, 1878,'' made no change, except to drop the 
parenthesis before and after the words " not herein exempted." <* 

o When Congress, by "An act for the government of the District of Columbia and 
for other purposes," approved June 20, 1874 (18 U. S. Stat. 116), provided for the 
government of the District by a commission, existing methods of taxing corporations 
and their securities were apparently not disturbed. The following is the provision of 
1876, the first general capital-stock tax which was specifically imposed: "That the 
capital stock of all corporations in said District (not herein exempted) shall be 
appraised in bulk by the assessors, and the corporation issuing the same shall be 
liable for the tax thereon according to such value; but from the appraised value of 
the stock shall be first deducted the value of any real estate of said corporation in 
said District, which shall be separately taxed against said corporation." (18 U. S. 
Stat. 504.) 

b 19 U. S. Stat. 86. 

c 19 U. S. Stat. 400. 

i^The law, as amended, read as follows: "That the capital stock of all corporations 
in said District not herein exempted shall be appraised in bulk by the assessor, and 
the corporation issuing the same shall be liable for the tax thereon according to such 
value and the shares in the same shall not be assessed against the individual owners 
thereof; but from the appraised value of the stock shall be first deducted the value 
of any real estate of said corporation in said District, which shall be separately taxed 
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No further change was made until 1902, when the law, which is 
now in force, was enacted as shown below. 

Fourth Period, Beginning with 1888— Capital-Stock Tax in Force — 
Further Development of Gross-Receipts and Gross-Earnings 
Tax Provisions. 

The act of July i, 1902, contains the following:" 

"The capital stock of all corporations, other than those herein 
provided for, organized in the District of Columbia or under the 
laws of any of the States or Territories of the United States chiefly 
for the purpose of and transacting business within the District of 
Columbia, except those exempted by the laws relating to the Dis- 
trict of Columbia, shall be appraised in bulk at its fair cash value 
by the board of personal-tax appraisers, and the corporation issuing 
the same shall be liable for the tax thereon according to such value, 
and shall pay to the collector of taxes of the District of Columbia 
a sum equal to one and one-half per centum on the assessed valua- 
tion thereof; but from the assessed valuation of such capital stock 
shall first be deducted the value of any and all real estate owned 
by such, corporation in said District, which real estate shall be 
separately taxed against said corporation." 

Then follows a proviso exempting certain corporations, but this 
proviso was subsequently amended, and is now in force, as 
follows: * 

"Provided, That nothing in this paragraph contained shall be 
construed to include business companies which, by reason of or in 
addition to incorporation receive no special franchise or privilege; 
but all such corporations shall be rated, assessed, and taxed as 
individuals conducting business in similar lines are rated, assessed, 
and taxed." 

Three matters relating to the above enactments are worthy of 
note. The first is the dropping of the provision exempting shares 
of stock from taxation, the second is the very broad exemption in 
the case of business companies, and the third is the inclusion of 
corporations organized under the laws of any of the States or 
Territories of the United States chiefly for the purpose of transact- 
ing business within the District. 

The provision exempting shares of stock from taxation was 
possibly no longer needed, in view of the general provision, in the 
same act, for a tax upon "tangible" personal property, and the 
fact that under this provision shares of stock in the hands of the 
holders are not taxed. 

The fact that there is no yield under this capital-stock tax pro- 
vision has already been stated with reasons. 



032 U. S. Stat. 619. 6 33 U. S. Stat. 564. 



110 fAXATlON Ot CORPORATIONS. 

We have seen that the legislative assembly in 1871 prescribed 
certain contributions which, whether denominated "licenses" or 
not, were in the nature of a capital-stock tax, and that such pay- 
ments were prescribed for "firms, corporations, or companies," 
as well as for individuals; and that this was several years prior to 
the enactment of the first capital-stock tax provision (proper). 
It has also been stated that the same act of the legislative assembly 
imposed a monthly tax of i per cent on the gross receipts of 
insurance companies. 

In 1 888 a gross earnings tax of 4 per cent per annum was provided 
in the act granting a charter to the Eckington and Soldiers' Home 
street-railway company." About the same time, charters granted 
to other street-railway companies contained similar provisions, but 
prior to that time gross-earnings taxes had not been paid by the 
street-railway companies.* By an act of October i, 1890,'- corpo- 
rations carrying on certain business, such as safe-deposit, trust, 
title insurance, or loan and mortgage business, etc., were required 
to pay i}4 per cent of gross earnings "in lieu of personal taxes" 
and the stock '^ was not to be assessed in the hands of individual 
owners. 

The instances mentioned are sufficient to show the development 
of the gross-earnings tax. The main provisions enacted in 1902 
and 1904, for such taxes, in force at the present time, have- been 
heretofore discussed.* 

Bibliography. 

The following is a list of the more important publications, in 
addition to the constitution, statutes, and court reports, of value 
in the study of corporate taxation in the District of Columbia : 

Assessor's Reports for 1907 and 1909. 

Auditor's Report for 1908. 

Sheahan, Corporation I^aws of the City of Washington, 1853 
(Digest). 

Webb, lyaws of the Corporation of the City of Washington, 1868 
(Digest). 

Senate Report No. 1379, Fifty-second Congress, second session, 
Select Committee on Incorporated Companies in the District of 
Columbia, 1893. 

« 25 U. S. Stat. 190. 

b Page 17, Senate Report No. 1379, 52d Cong., 2cl sess., Select Committee on Incor- 
porated Companies in the District of Columbia, 1893. 
c 26 U. S. Stat. 629. 
d 26 U. S. Stat. 630. 
« See p. 102. 
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District of Columbia 99,101,103 

Maryland. See Maryland under Prop- 
erty tax; Capital-stock tax; Foreign 
corporations. 
New Jersey. See New Jersey under 
Property tax; Miscellaneous corpora- 
tions. 

New York 17. 21, 2 in. 23, 23n 

See also Property tax. New York. 

Pennsylvania 57, 58. 61 

See also Pennsylvania under Property 
tax; Capital-stock tax. 
Manufacturing, encouragement of . . . . 2. 23n, 31 
Market value of stock, taxation questions 

raised 9 

Maryland: 

Abstract of corporate taxation system. 14 

Comments on system 95 

Constitutional provisions 88 
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Maryland — Continued. Page. 

Features, chief 87 

Financial results 93 

General view f^7 

Statutory provisions 89 

Maryland, Delaware and Virginia R. R. Co., 
Delaware 76 

Mercantile corporations. See Manufactur- 
ing and mercantile corporations. 

Mileage tax, Delaware 7i.74.77 

Mining corporations: 

Delaware 71.78 

New Jersey 42 

New York 17.23 

Pennsylvania 58n 

Miscellaneous corporations: 

Delaware 78 

New Jersey 33.33n.4i. 48 

Mortgages: 

Maryland 89 

New Jersey ^^ 

New York 18.21, am, 24 

Pennsylvania 58 

Net assets: 

New York 2 2 , 2 2n 

Pennsylvania. See Capital-stock tax. 

Net earnings, Delaware, railroads and ca- 
nals 75, 76, 84 

New England States, reference to.... 2,6,7,16 

New Jersey; 

Ab.stract of corporaie taxation system. 12 

Comments on system 48 

Constitutional provisions 35 

Features, chief 33 

Financial results 45 

General view 33 

Statutory provisions 35 

New York: 

Abstract of corporate taxation system. 11 

Comments on system 28 

Constitutional provisions 19 

Features, chief 17 

Financial results 25 

General view 17 

Statutory provisions 19 

Nonresident corporations, Maryland 97 

Nonresidents, Pennsylvania, obligations held 

by 60 

Oil companies, Delaware 77n, 82 

Omitted class, New Jersey, steamboat com- 
panies 50 

F*alace-car companies. See Car companies. 

Passenger tax, Delaware 75, 77n, 84 

Pennsylvania: 

Abstract of corporate taxation system. . 13 

Comments on system 63 

Constitutional provisions 54 

Features, chief 52 

Financial results 62 

General view ^2 

Origin of state tax system 63 

Statutory provisions 54 

Per cent of state rcvenu? from cor,iorations: 

Delaware 79 

District of Columbia 104 

Maryland 93 
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Per cent of state revenue from corpora- 
tions — Continued. 

New Jersey 45 

New York 25 

Pennsylvania 62, 63 

Table of 16 

Personal property. See Property tax. 
Philadelphia, Baltimore and Washington 

R. R. Co., Delaware 76 

Philadelphia, Pa., public-service corpora- 
tions 55 

Philadelphia, Wilmington and Baltimore 

R. R. Co., Delaware 84 

Pipe-line companies: 

Delaware y-jn, 82 

Maryland 87, 92 

New Jersey ; 33.34,40 

Prnn.'iylvania 52, 60 

Pittsburg, Pa., public-service corporations. 55 

Plan of report i 

Power companies: 

Delaware 71, 74. 7711, 78 

Maryland 87, 92 

New York 17, 18, 23, 24 

Pennsylvania 61 

"Privileges." See Public -service corpora- 
tions. New Jersey. 
Property tax; 

Delaware 73 

District of Columbia 99, 100, loi, 106 

Maryland 87, 88, 90 

New Jersey 33.34.35 

New York 17, 19, 20, 2on, 26,30 

Pennsylvania 52. 54 

Rate of taxation 5 

Proportion of revenue from corporations. 

See Per cent, etc. 
Public -service corporations; 

Maryland. See Gross -receipts tax, / 
Maryland. 

New Jersey, certain 33. 34. 40, 47, 49 

See also Railroads and canals. 

Pennsylvania 52,55,56,60 

See Specific class; also Transportation 
and transmission corporations. 
Pullman Palace Car Company, The, Dela-- 

ware 75 

Purpose of report i 

Questions raised by taxation inquiries. ... 9 

Railroads; 

Delaware 7i. 74,75, 76, 81, 82, 84, 86 

^ Lump-Eum commutation state 

taxes 2, 71, 76, 84-86 

District of Columbia 99, 10 1, 103 

Maryland 87,91,93,97 

New Jersey 33.34.36-40,47. 48, 50 

New York — 

Elevated 17, 18, 23. 24 

Steam, transportation companies . 17, 
son, 21, 2in, 23, 31 

Pennsylvania 52,57,60 

Street. See Street railways. 
Real estate. See Property tax. 
Receipts, gross. See Gross-receipts tax. 
Results, general, of inquiries 2 
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Revenue, state: 

Per cent. See Per cent. etc. 
Tables- 
New England and Middle Atlantic 

States jfi 

New York 2- 

See also Financial results. 
Revenue system, Pennsylvania, develop- 
ment of gg 

Rolling-stock tax, Delaware 75 

School tax fromVaih-oads. New Jersey . 37. 46, 48 

Scope of investigation i 

Selection of State for incorporation and 

business g 

Separation, sources, state and local revenue: 

Delaware 71 

New York 17.30 

Pennsylvania ^ 2 

Tendency toward 2 

Sewer companies, New Jersey 33 . 34. 40 

Sleeping-car companies. See Car companies. 

Sources of information i 

Sources of revenue: 

Delaware 72n 

District of Columbia icon 

Maryland . . . , T 88n 

New Jersey 34n 

New York i8n 

Pennsylvania 53n 

"Speciar* classes of corporations. New Jer- 
sey 44 

"Special franchises." New York. . 17. 19,30.31 

"State franchise tax," New Jersey 34, 40 

State general property tax: 

Delaware, no 73 

Maryland 94 

New Jersey, no 36, 46, 49 

New York, no 26 

Pennsylvania, no 62n 

State taxes and percentages, table 16 

State, selection for incorporation and busi- 
ness 3 

Statutory provisions on taxation: 

Delaware 73 

District of Columbia 100 

Maryland'. 89 

New Jersey 35 

New York 19 

Pennsylvania 54 

Steamboat companies: 

District of Columbia 99. loi , 103 

New Jersey, not generally taxed 50 

Stockholders: 

Delaware 72.73.83 

District of Columbia 3.99. 100. 103 

Maryland 88.92.97 

New Jersey 34.36. 40. 41. 44 

New York 3. 18.21,24 

Pennsylvania 53. 56. 61 

Taxation, questions raised 9 



Stock -transfer tax: Page. 

New Jersey, collateral inheritance 50 

New York 3, 18, 24, aS 

Street-railway companies: 

Delaware 76 

District of Columbia. . . . 99> 102, 1020- vio 

Maryland, electric 9i 97 

See also Capital-stock tax, Maryland. 

Newjersey 33. 34. 4*' 4i 

New York ,. 18 24 

Pennsylvania, constitutional provision . 54 
See also Public-service corporations, 
Pennsylvania. 
Succession tax. , See Inheritance tax. 

Summary of inquiries a 

Summary. See Abstract of taxation; also 

General view. 
Surface railways. See Street railways; Rail- 
roads. 

Tables: 

Revenues from taxation 1627 

Assessment comparisons, New Jersey. . '^6, 

47.48 
Financial results 25. 45. 62, 79,93. 104 

Telegraph companies: 

Delaware 71. 74. 77, 77n, 82. 86 

District of Columbia 99, loi. 103 

Maryland 87, 92 

New Jersey 33 34 4o 

New York, transmission companies ... 17, 

21, 2in, 23.31 

Pennsylvania 52. 58, 60 

Telephone companies: 

Delaware 7r.74. 75. 77. 77n. 78,82.86 

District of Columbia 99, 102. 105 

Maryland 87. 93 

New Jersey 33. 34. 40 

New York, transmission companies ... 17. 

21. 2in, 23, 31 

Pennsylvania s 2 , 60 

Tramways. See Street railways. 

Transmission corporations. See Particular 
class. 

Transportation and transmission corpora- 
tions: 

Pennsylvania 5 2 . 60 

New York, certain 17, 21, 2in. 23, 31 

See Specific class; also Public-service 
corporations. 

Typical corporation, financial details 5 
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'>^ashington Terminal Co., District of Co- 
lumbia 1 03 

Water companies: 

New Jersey 33. 34. 40 

New York 17. 18, 23, 24 

Wilmington and Northern R. R. Co., Dela- 
ware 76 
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